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This essBpy has grown out of an investigation into the 
history of the budget system of the United States. In the 
course of this, it became evident that such a work could 
not begin with the year 1789; but that any study of ori- 
gins must inquire into the history of the Ck>nfederatlon, 
and even into the experience of the colonial period. The 
evolution of a budget system by the Continental Congress 
could not be adequately treated without entering into a 
somewhat extended examination of all sides of the finan- 
cial arrangements of that time. Such considerations have 
determined the form of the present essay, which is in- 
tended to serve as the basis for a detailed treatment of the 
national budget from the establishment of the present 
government. 

The author is under obligations to a number of persons 
for kindnesses extended to him in the preparation of this 
essay. First he would mention Prof. Richard T, Ely, by 
whose encouragement, advice, and criticism he has profited 
at all stEiges of the work. Prof. Frederick J. Turner and 
Prof. William A. Scott have kindly read all of the manu- 
script, and offered many important suggestions. Prof. 
Charles H. Haskins and Prof. Victor CofKn have been fre- 
quently consulted, and from them valuable aid and criti- 
cism have been received. Most of the materials necessary 
for these investigations have been found in the library of 
the State Historical Society of Wisconsin. The officials of 
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the library have extended many privileges and courtesies 
without which it would have been impossible to complete 
this essay within the limits of a year well filled with other 
duties. Finally, to the material assistance of friends who 
may not be mentioned, a debt of the deepest gratitude is 
due. 



CONTENTS. 



PAGE. 

Introduction 117 

Continuoas development of the finances of the United States. . 117 

Position and oharacter of the Continental Congress 118 

The Articles of Confederation 118 

Financial weakness of the Congress 119 

Character of the fijiances of the Confederation 120 

Pabt I.~REyENnES and Expenditures. 

Chapter J. Revenues of the Oovernment. {A) Continental Pa- 
per Money 122 

Reasons for the issue of paper money 123 

Issues of bills of credit up to 1778 124 

Depreciation. Price conventions. Legal tender laws 127 

Evils caused by the paper money 128 

State issues of bills of credit 129 

Issues of Continental bills of credit in 1778 and 1779 130 

Specie value of the total issues of paper money 131 

Repudiation. Act of March, 1780 136 

" Continental bills of the new tenor" 137 

Resumption of the specie basis. 138 

Consideration of the policy of Congress 138 

Bills of credit and the Constitution 139 

Chapter IL Revenues of the Oovernment. (B) Domestic and 

Foreign Loans 141 

Section I. Domestic Loans and Indebtedness. 

Congress authorizes a domestic loan 141 

The loan office system 142 

History of the domestic loans 142 

Amount of money secured through the loan offices. 143 

Other forms of domestic debt 143 

Unsuccessful attempt to fund tne debt 144 

Interest indents 145 



Vi CONTENTS. 

PAGS. 

Hamilton's table of the domestio debt 145 

Temporary loans from the Bank of North America 146 

Section II. Foreign Loans. 

Loans secured from France 146 

Spanish and Dutch loans 147 

Loans secured in Holland after 1783 148 

Total foreign indebtedness in 1790 148 

Section III. The Debts of the States. 

Debts contracted by the States 149 

Assumption of State debts by the United States 149 

Chapter III, Revenues of the Oovemment. (C) Taxes 151 

Colonial taxation 161 

Policy of Congress in 1775 152 

Taxation and the Articles of Confederation 153 

The requisition system 163 

Reasons for its failure 154 

Difficulty of apportioning the requisitions 154 

Efforts of Congress to secure payment 156 

Attempts to levy an impost 156 

History cf the several requisitions 157 

Total receipts from this source 163 

The Federal Convention of 1787 164 

Chapter IV, Revenues of the Government, {D) Miscellaneous 

Revenues 165 

French subsidies 165 

Lottery 166 

Fees, fines, and forfeitures 167 

The post office 167 

Other receipts 169 

The public domain 169 

(E) Total Revejiues of the Government 171 

Chapter V. Expenditures of the Government 173 

Section I. Expenditures from 1775 to 1784. 

Elstimates of Jefferson, Hildreth, and Hamilton 174 

The Report of 1790 175 

New estimate of the cost of the Revolution 176 



CONTENTS. Vii 

Section IL Expenditures from 1784 to I7S9. 

Statement of publio debt in 1794 181 

Appropriationa made by Congress 182 

Expenditares at the treasury 183 

Expenditures in Europe 181 

llstiniate of total receipts and expenditures 186 

Summary 187 

'AST II. The Forual Obserino of the Finances. 

Chapter I. The AdminUtralion of the Financen 188 

Delegation of executive ponera by tlie Continental Con- 
gress 189 

Jealousy of executive authority 189 

Beginnings of a treasury department 190 

TheTreaanry Board 191 

Collection of revenues 191 

Standing Committee of Finance 193 

Reorganization of the department in 1778 193 

Invitation extended to Dr. Price 194 

The Board of Treasury 195 

Congressional investigation of the department 196 

Inefficiency of the financial administration 196 

Remodeling of the executive departments 19B 

Robert Morris appointed Superintendent of Finance 200 

Efficiency of his udminist ration 201 

Morris's resignation S07 

The new Board of Treasury 210 

The finance department given a single head in 1789 210 

Chapter II. The Budget and the History of Budgetary Melhodn. 211 
Section I. Historical Introduction. 

Definition of the term budget 211 

The development of the English budget system 213 

Section II. Revenue and Supply in the American Colonies. 

Separation of powers 214 

Legislative control of revenue. '215 

Legislative control of appropriationa 216 

Restrictions on the transfer and diversion of appropriations 218 
Superior power of the lower branch of the legislature in 

budgetary qnestions 220 

Development of nnlty in badgetary procedure. Massachu- 
setts, New York, Conaectlcut, Pennsylvania, Virginia, 
Sonth Carolina 224 



TT 



Viii CONTENTS. 



Chapter III, The Development of a Budget System by the Con- 
tinental Congress 2 

(A) The Early Management of Revenue and Supply 2 

(B) The Development of Unity in Budgetary Procedure. .... 2 

The "plan of finance" of 1778 2 

Requisition for 1780 2 

The financial report of 1781 2 

The budget for 1782 2 

The development of a system of appropriations 9 

The budget for 1783 2 

Reasons for the development of a unified budget. . . 2 

(C) The Budgetary Methods of the Later Years of the Con- 

federation 9 

The budget for 1784 9 

Budgetary legislation from 1785 to 1788 9 

Chapter IV. Control of the Finances 2 

Peculiar position of the Continental Congress 9 

The constitution of the department of finance 9 

Accounting and financial reports 9 

Checks on collection and issue 2 

Investigation by congressional committees 2 

System of audit 2 

Conclusion 2 

GvNEBAL Bibliography 9 



• •• ; /.; ;.; ."•• .., 

BULLETIN OFVhE'dhDVfSRfelXNcVOP'WISCONSJN 
Economics, Political Science, and History 'feeRkj, Vol. i Noc2jl»?P^- n 1-273, 

iJuNE, 1895. ••• r :.."' r-/ /:. '\- 

, * ■ * ■ » * " 



THE FINANCES OP THE UNITED STATES PROM 
1775 to 1789, WITH ESPECIAL REPERENCE 

TO THE BUDGET. 

BY CHARLES J. BULLOCK, A. B. 
Fellow in Economics. 

Introduction. 

bibliography. 

Bancroft, J Hat or y of the UnUed States, IV. 190-192; V. 199- 
208; Cooley, Principles of Constitutioncd Law, 9 et S€(j, ; Cobn, 
System der Finanzwissenschafty sec. 131 ; Fiske, Critical Period 
of American History, 90-105; Hock, Die Finamen und die Fi- 
nanzyeschichte der Vereiniyten Staate?} von Amerika, 2-5; Jellinek, 
Die Lehre vo?i den Staatenverbimhmyen, 184-187; LaDdon, Con- 
stitutional Uistory of the United States, 40-82; McMaster, History 
of the People of the United States, I. 130-140; Poore, Federal 
and State Constitutions of the United States, Part I. Roscher, 
System der Finanzicissenschaft, section 163; Schouler, History 
of the United States, I. 12-23; Small, The Beginnings of Amer- 
ican Nationality ; "Wagner, Finanzicissenschaft, I. sec. 39. 

From the first years of the Revolution to the present time 
the finances of the United States have had a continuons de- 
velopment. In financial, as in political and constitutional hiek 
ton', the year 1789 marks no sharp break with the institutiona 
of the earlier period ; and much of the financial legislation of 
the First Congress has a close connection with the practice 
of the old Confederation, a fact which is of especial impor- 
tance in the case of our budget system. 

We must, therefore, go back to the year 1775, and to the 
Continental Congress, which met at Philadelphia on the tenth 

(117) 
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V j5l May; rfnd proceeded to take into its hands tlie conduct of the 
struggle against Great Britain. During the next fourteen 
years a general Congress was the only organ of common action 
that existed in America; and it is to the character and influ- 
ence of this body that we must look for the key to the study 
of the finances during tiiis period. 

It is sufficient for our purpose to note that the Congress of 
1775 was essentially a revolutionary assembly, unlimited by 
legal restraints, but yet strictly dependent upon the support 
which it should receive from the people of the colonies. In- 
stead of setting to work to form a centralized national govern- 
ment, as it might conceivably have attempted to do, the Con- 
gress proceeded to make recommendations to the various 
colonial assemblies, looking to them for the exercise of execu- 
tive powers. The results were, that thirteen State govern- 
ments were established, that the States soon asserted their 
own claims of sovereignty, and that the authority of Congress 
declined in a corresponding degree. Thus arose that fatal 
weakness of the general government which is the central fact 
in the financial, as in the political, history of these fourteen 
years. 

From 1775 to 1781 the Continental Congress, with an au- 
thority based solely on the tacit acquiescence of the States, 
exercised such jwwers as they would allow it to possess. In 
this latter year Articles of Confederation were at last accepted 
by all of the States, and the jwsition of the general govern- 
ment was formally recognized and defined. The exercise of 
all i)owers granted to the government was placed in the hands 
of a Congress, which, however, in matters of finance w^as made 
no more powerful than its predecessor. A brief mention of 
a few of the provisions of the Articles of Confederation will 
make apparent the weakness of the Congress in these most 
important matters.^ Article Vm. provided that, "All charges 
of war, and all other expenses that shall be incurred for the 
common defence, or general welfare, and allowed by the 

• 1 See Poore's Federal and Slate C onstUutions, Part I. 
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United States, in Congress assembled, shall be defrayed out 
of a common treasury, which, shall be supplied by the several 
States, in proportion to the value of all land within each State 
granted to, or surveyed for, any person, as such land and the 
buildings and improvements thereon shall be estimated, ac- 
cording to such mode as the United States, in Congress as- 
sembled, shall, from time to time, direct and apiwint. The 
ta<v€s for paying that proportion shall be laid and levied by the 
authority and direction of the legislatures of the several States^ 
within the time agreed upon by the United States, in Congress 
assembled.'' 

In Article IX., Congress was empowered, "to ascertain the 
necessary sums of money to be raised for Uie service of the 
United States, and to appropriate and apply the same for de- 
fraying the public expenses; to borrow money or emit bills 
on the credit of the United States. ..." Finally, Article Xn. 
declared that, "All bills of credit emitted, moneys borrowed, 
and debts contracted by, or under the authority of Congress, 
before the assembling of the United States, in pursuance of 
the present Confederation, shall be deemed and considered 
as a charge against the United States, for payment and satis- 
faction whereof the said United States and the public faith 
are hereby solemnly pledged." 

Now Congress had, from the first years of the war, issued 
bills of credit and borrowed money; so that in these direc- 
tions the Articles of Confederation gave it no new authority. 
But the all important power to lexj taxes directly was left 
in the hands of the States. Congress could apportion among 
them the amounts necessary to be raised, but could not take 
the first step toward collecting the requisitions. Thus the 
general government possessed no real i)ower of taxation ; and 
was unable to place the finances of the Confederation upon a 
permanently sound basis, a work which was not accomplished 
until the present Constitution went into effect. From this 
weakness of Congress came a multitude of financial disorders, 
which more th/in once during the Eevolution almost proved 
fatal to the success of the American cause, and which in the 
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years of peace served to throw upon the financial manage- 
ment of the old government a partially unmerited discredit. 

But the fundamental weakness of the finances of the United 
States during this period was one that has been common to 
all such confederations. These associations have as their dis- 
tinctive feature, and as their only organ of common action, 
a congress in which all the niembers of the union have an 
equal voice. But the central government can have no power of 
coercing either individuals, or the various states of the con- 
federation; and can have, therefore, no substantial powers in 
matters of finance.^ Thus all hope of financial imity and 
strength depends upon the willingness of the A'arious mem- 
bers to contribute for the exi)enses of the union. But such a 
disposition seldom exists. Ordinarily, to use the words of 
Eoscher,^ 'T3ie jealousy existing between the sovereign mem- 
bers of the confederation, especially if they are of unequal 
strength, forbids not only all broadening of the purposes of 
the union except by unanimous consent, but also makes all 
permanent and considerable sacrifice. . . intolerable/' 
This was certainly the case with the early American Union. 

We have, then, as the subject of our study the finances of 
thirteen colonies that are i)assing through a stage of develop- 
ment intermediate between an earlier state of relative isola^ 
tion and a later condition of completed federal union. The 
factors with which we have to deal are the weakness of the 
general government and the jealous, independent spirit of the 
individual units. From these there resulted in finance, as in 
everything else, limited concessions to the central authority 
and a "jealous reckoning of advantages and sacrifices" among 
the several members of the CJonfederation.* Since the adop- 
tion of our present Constitution the worst features of this cal- 
culating spirit have in some measure passed away; but traces 



iSee Jellinek. Die Lehre von den $taatenverbindun{i:eD, 184-187; also Wagner, Fin* 
anzwissenschaft, I. section 30. 
3 System der FinanKwissenschaft, section 103. 
'See Cobn« System der Finanzwissenscbaft, section 13J. 
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of it linger even yet in the political life of the present day, as 
marks of a still imperfectly realized national unity. 

Thus the old Confederation merely repeated the experience 
of similar unions. While the following chapters aim to pre- 
sent a rounded view of the finances of the United States dur- 
ing the years previous to 1789, they may also serve to illus- 
trate the general features of the financial character of con- 
federations. 
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REVENUES AND EXPENDITURES. 



CHATTER I. 

REVENUES OF THE GOVERNMENT. 

{A) Continental Paper Money, 

BIBLIOGRAPHY. 

American Almajiac, 1830, 182, 183; American State Papers^ 
Finance^ I. and V. ; Bolles, Financial History of the United States^ 
I. ; Breck, HiMorical Sketch of the Continental Pajyer Money; 
Bronson, Historical Sketch of Connecticut Carrency^ Co?itinental 
Money ^ and the Finances of the Revolution; Elliot, The Funding 
System; Franklin, Works, II. and VIII. ; Gallatin, Sketch of 
Finances, Writings, III. 121-123; Gouge, Short History of Paper 
Money and Banking; Hildreth, History of the United States^ 
III. ; Hock, Die Finanzen und die Finanzyeschichte der Vereinig- 
ten Staaten von Amerika; Jahrhnchcr far Nationalokonomie und 
Statistik, 1863, 392-396; Jefferson, Works, IX. ; Journals of Con- 
gress, 1775-1788; Knox, United States Notes; Phillips, American 
Paj)er Currency; Ramsay, History of the United States, II. ; 
Ross, Sinking Funds; Schuckers, Finances and Paper Money of 
the RcvoUitionary War; Sumner, History of American Currency ^ 
The Financier and tfie Finances of the Revolution; Walker, 
Money; Webster, Political Essays, 

In any study of the national finances during the i)eriod pre- 
vious to 1789, we are first concerned with the efforts of the 
general government to proAide itself with the necessary flnan- 
cial resources. An account of the expedients resorted to tot 
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that purpose must form the first part of any discussion of the 
financial arrangements of that time. 

The emission of bills of credit was the first means of raising 
money to which the (Continental Congress turned. The paper 
money thus issued was productive of such far reaching in- 
jury, and the i)olicy of Congress in issuing it has been so harshly 
judged, that it may be well to refer in some detail to the his- 
tory of these bills of credit. 

It must not be overlooked that, when Congress met in May, 
1775, the nature of the struggle which was beginning was ai>- 
preciated by very few i)eople in the colonies. Forcible resis- 
tance to Great Britain was at first attempted, not from a de- 
sire for indei)endence, but in order to compel Parliament to 
change its i)olicy toward America. Congress could not foresee 
the necessity of establishing permanent revenues for a na- 
tional government, and the single financial problem that pre- 
sented itself was that of providing a temporary income that 
should continue only until peace should be restored on the 
terms desired by the colonies. As a result, all of the early 
measures of Congress were of a temporary character; and we 
may here find a partial explanation of the fact that Congress 
did not try to seize upon the full i>owers necessary to a strong 
national government. 

But the need of funds was pressing, even' if it appeared at 
the first to be only temporary; and it was necessary to find 
some means of raising a sum of money which for the times 
and circumstances must have seemed very large. As a tem- 
I)orary government, Congress had no credit, and would have 
found difficulty in securing loans for the purjwse of aiding a 
rebellion against the authority of Great Britiin. For equally 
strong reasons, as we shall see, it was impracticable to attempt 
to tax the colonies which had been led into hostilities with 
the mother country not more on account of "taxation without 
representation" than through opposition to any taxation at all. 
The people of the colonies preferred jmper money to taxes.* 



' Large qimxitities of paper money were issued in the colonies in the eifrhteenth century. 
The results of this had often been disastrous, but the colonists had not yet fully learned 
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TTifrv hfAif'Vf'd in the issue of notes that should circulate in all 
the colonies, and for the payment of which the colonies slionld 
be responsible. In order to exist, Congress had to be gruided 
by the desires of the per»i)h?; and, under such circumstaiices^ 
detennined to j*«sue bills of credit, at the same time making 
all jKjssible jjrovision for the redemption of the notes. All 
thing's consider^'d, it is not easy to see what other course 
could have boen laken. 

T'ndoubt«r<lly, s^jme of the members of Congress did hold 
unsound views on the subject of paper money. Pelatiah. 
Webster has left us an account of a speech made by one dele- 
gate, who obj(;cted to burdening his constituents with taxes, 
when it was jiossible to send to the printer and get a wagon 
load of nion(*y, one quire of which would pay for the whole.* 
liuL there is nothing in the measures adopted by Congress 
that will justify the belief that the words of this si>eaker rep- 
resf'uted the opinions of a majority of the members of that 
iKKly. On the contrary, the saf<»guards which Congress sought 
to throw around the emission of bills of credit, show con- 
clusively that the dangers attending tlie use of paper money 
were fully appreciated. 

Tlui tirst issu«.*s wctre authorized in 1775.- Unquestionably, 
this was looked ujHm as a t(MuiK)rary measure; and it was 
not ex]»e(;t<*d that a much larger issue would be needed.' At 
the same tim<», Congi*ess <lid not suppose that the notes would 
circulate at par unless means were provided for their redemp- 
ticm. Accordingly th(.» bills wcM-e appoi^tioned among the col- 
onies on the basis of ])ojmlat:ion, and Congrc»ss recommended 
that each colony should make provision for redeeming its 

quota by "laying and levying taxes toward sinking the 

Continental bills."* If the notes had been so redeemed, this 



thu cvilri', of an lrre<I*H»iiial>h» inpiTcurpeiury. K»»fer«»nwi to koiuo of thest.* early experi> 
iiu*ntM may Im? fouinl on p. Vi*i, an<I on p. -iil. K<'e nUo Philli|>s. Historical Account of 
I»aiHT(-iinvn(.'y. I.; Siirnnor. Animran Ciirn-ncy: Wallcer. Money, clinp. XV. 

I rctlltical Kssfiyj*. 7. nol«» «1. S«*o nlHo IJoUes, I. 3'*. 

« Jiiunial of CoiipTivsH. Jiim' 22, July 2"i. NowmluT 'i^^. V7\ 

s Of. Ti"lK-K 1. 5.'t-n. Alsi^ Sparks'8 Franklin. II. 1-M; YIII. p. 32?. JW^-SOr. Ramsay, U. 
air riia 

* Journal uf Congress. July 'A IH*ceinl>er 20. irto. Also cf. Ross, 31. 
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measure would have amounted practically to a tax based upon 
population. Of course, suck an assessment was unfair; but, 
as an accurate estimate of the wealth of the colonies would 
have been impossible at that time, this arrangement was as 
satisfactory as any that could have been devised. In this 
way the sum of |6,000,000 was raised before the end of 1775, 
and these earliest issues at first circulated at par.^ In some 
instances metallic money was turned into the treasury by 
patriotic individuals, in exchange for the bills of credit.^ 

But the need for money increased.' No other soorce of 
revenue had been found; and, in February, 1776/ ?4,000,000 
of the bills was emitted. CJongress had taken occasion*^ 
again to urge upon the colonies the necessity of providing ways 
and means for sinking their resi)ective quotas of the bills. 
But the people were not used to such heavy taxation as would 
have been necessary for this purpose; and, further, had come 
to look to the general government to make all provision for 
the conduct of the war. Thus further emissions of paper 
were necessary; and, before the end of the year, issues amount- 
ing altogether to $19,000,000 had been authorized,® while the 
bills had depreciated to less than seventy per cent, of their 
face value.'' 

After independence was declared,® it became obvious that 
money must be raised no longer for a temporary purpose, but 
for the support of a permanent government. Congress saw 
that it would be impossible to rely solely on the issue of paper 
money, and made efforts to find other sources of revenue. It 
was still thought that to resort to taxation would be prema- 



iRamwiy. II. SOS; Sparks's Franklin. II. 421; Breck. Part I. 249; Gouge, 11; Sumner, 
Financier, I. 47-48. holds a different view. 
« Breck, Part I. 249: Part n. 5«. Journal of Congress, May 27, ITTfl. 
•Sparks's Franklin, II. 421. 422; Bolles, I. 42-41; Ramsay, II. «a«. 

• February 17. 

• December 20, 177.'S. 

• Dates of issues were May 9, July 22, Novemlier 2, Decemi>er 23. 
^ See tablM on p. 133. 

• Cf. Ramsay II. 909. 
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ture in the existing state of public sentiment; and, accord- 
ingly, in October,^ 1776, Congiess resolved to attempt to ae- 
cui'e a loan of $5,000,000; while shortly afterward a lottery 
was established.^ Early' in 1777 the States were nrged to 
levy taxes for the support of the general government; but, as 
was to be exp«?cted, no attention was paid to such a general 
recomnieudation as this. These efforts failing to bring in the 
amount of money that was absolutely necessary, other emis- 
sions of bills of credit were ordered.* These issues made the 
total volume of paper emitted during 1777 amount to 
13,000,000; and, by the end of the year, the notes had depreci- 
ated until they were worth only one-third of their face value. 
During 1777 some aid was received from the subsidies fur- 
nished by France,^ and a small amount of money was secured 
through the first French loan.® From this last source a larger 
amount was realized during the following year. In Novem- 
ber,^ 1777, Congress made the first regular requisition on the 
States; and asked that ?5,000,000 be raised by taxes during 
the ensuing year. But all these resources yielded only a small 
part of the funds required for 1778, and further emissions of 
paper were necessary during tluit year.® Congress understood 
very well the effect of tliese issues, but the failure of its at- 
tempts to secure other sources of revenue made such a course 
unavoidable. During 1778 fourteen emissions® amounting to 
103,500,000 were authorized, the amount of the issues naturally 
increasing as the value of the money declined. The transac- 
tions of the treasury during this time were almost exclusively 
carried on in the paper currency. From the appendix to the 

1 October 3. 
'N«.»v«.»mlH?p 1. 

* Janunrj' 14. 

* Vfiten of en)i.s8lon8, February -M, Maj' OO, August 15. November 7, December 3. 
•Seep. ICC. 

• See p. 140. 

' Nuveml^er *•^2. 

" Cf. Uatusay, II. 30n, 310. 

• Dates. .January S, Hi; February 10; March 5; April 4, 11, l'^; May ^-J; June 20, 30; Sep- 
tember 5, *«'•: N'.ivembor I; December li. 
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Journal of Congress for that jear, we learn that the expendi- 
tures were as follows : 

Cnrrency 63,154.842.03 

Specie 78.C6G.U0 

Lirres^ 28,525.00 

On this point Mr. Breck well, says," "So small an expendi- 
ture in metallic currency shows the powerful agency of paper 
in fhe belligerent operations at that critical period; perform- 
ing, as it did, in spite of counterfeits and depreciation, the of- 
fice of hard money." 

This depreciation of the bills of credit had taken plafie in 
spite of the moat strenuous efforts to keep the money circu- 
lating at par. At first the people had received the currency 
willingly,^ and during the last months of 1T76 the deprecia- 
tion was only very slight and gradual. The campaigns of 1776 
and 1777 were not seriously affected by the decline in the value 
of the money.* The first advances in prices,' which began 
early in 1770, were probably due to the state of the market for 
goods included in the non-importation agreement, or, perhaps, 
in some cases, to the action of selfish or unpatriotic indiridu- 
als. But, as the issues increased beyond the requirements of 
trade, an inevitable increase of prices began. This was looked 
upon by many as "immoral and unpatriotic, and deserving 
swift punishment."* jVfter seeking to punish by fine and im- 
prisonment persons who should advance the price of commodi- 
ties, the different States commenced to hold "price conven- 
tions," and to attempt to fix the pnees of labor and of com- 
modities.' The first of these conventions was held at Provi- 
dence in Decemher, 1776. Congress recommended this plan 
to the other States, which, for the next five years, continued 
to attempt to control prices by law. 

I Tbe lirre nos vorlh a tltlle more Ibau eii^hiwa wctB. 

•Part ILfll. 

•See Romsay, IL 314. 

* Hamsar, n. 3O0. 

■Bee Sumner, Financier and FInacees, I. Jfl et wij.; Boiler I. lir-l»: Phillips. II. il9-*M. 

•See BollM. I. iri8-IS9. 

^Beeauaitier, LUetseq.: BoUefK 1. 19S-1S7. 




IJiit suiL altfiiiiJts proveJ futili; enoiigli. Only a few 
triotic i»<^Jiil(- r'{i;inJ(-(l Ibesi- Isnvs, ivliile others refused to 
wilL tlitii' I'liiiiiiioditieit except at tlieir owd prices. Aa 
Siiy nays, '-Tliese I;nis in tin; first ii]»faiire made an 
w.urrhy, suiO, hail tliey not Iiwn repealed, would soon 
iiia<ii; a it-al one; fur iiieii Di-ver exert themselves unless th^ 
litive llie rniit tif ili<:ir exortious secured to them, and at th«r 
mvn 'liii[HiMal" 

r'iirtlic;r jiieiisiires were adoiitt-d by Congress to check 
d<;]freci:itioii. In UecciiilH-r,' 177G, Washington was 
eifid to wrJKe wluitevei- supplU's should he required for hii 
iiniiy; to i-oiii]m.'1 the owners to wll them at a reasonable price; 
and to ]iiiiiish llioHe who xhouhl ivfune to receive ContineBtll 
"Kiney hi iiayuient fur the ^aupplies seized, A month later, 
furtiu>r Jictirm wsih taken. As early as 1775 the different 
Stiitcs hai], (in Ihf lecoiiimendation of Coufrress, beg:un to pan 
laws makinfi ihi; Continental money legal tender in payment 
of deblH. IJiit Uiere was no uniformity in these laws; and in 
January." 1777, ConRreNs ivas led to recommend the lep»- 
latures of (lie Slates to make the bills of credit full legal ten- 
der in disci lai'fre of all debts, and a refusal to accept the cw- 
leiiry an (^xtiusiiisUinent of any debt. 

Tlit'w hgal tender laws enabled the rontinental notes to 
work Ihe extieuic degriM? of bardsliip and injury that it is po* 
siblf fur such a depreciated curiviiry to produce. T\Tien tihe 
lawn were Hint adopted lillle mjiiiy was done, as the papei 
cirenbifed. for a time, on a jiar with sjiecie. Rut, as the de- 
preciation nicreased. incalculable hurni was caused both to 
uiduslry and tn jiublir monils.' At the opening of 1780 the 
evils had ii'aclied a climax. The -[Kiper money was almoflt 
worllilexs, ail specii' had long since been withdrawn from ci^ 
culalion. (here was no longer any effective meditim of 
change, and the ppojile of the States M-ere driven to barter.* 
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In Jlaruh^ of this year Congress finally advised the States to 
amend the legal tender liiws, and this advice was soon followed. 
The lepeal of these laws ended the worst of the abuses that 
had arisen from the emission of the Contioenta! currency, hut 
it was a long time before the injury that was done to public 
morals was entirely effaced. 

But these were not the only difficulties with which Congress 
had to contend in its experiments with the bills of credit 
Counterfeiting was lai^ely carried on,' especially by the Eng- 
lish,* who sought in this way to injure the cause of the Ameri- 
cans. Besides this, large amounts of paper money had been 
issued by the States, and thus the point of inflation was the 
more quickly reached. In 1777* Congress urged the States 
to cease to issue bills, and to withdraw those ali-eady issued; 
and this recommendation seems to have been very generally 
followed." The entire amount of these issues has been placed 
at ¥:;Oil,000,0(K), an estimate which Mr. Knox" considers too 
high.' But whatever the effect of these State issues, it will 
be noticed that the withdmwal of these notes was commenced 
before the emission of the flood of Continental bills that were 
sent out in 1778 and 177!). 

At the opening of the year 177!), in spite of the rapid depre- 
ciation of the paper money, the States had taken no effectiml 
measures to redeem the notes already in circulation. At that 
time one dollar in paper was worth only twelve cents, and 
Congress repeatedly urged that the States should make pro- 
vision for drawing in their quotas of the bills.' By this time 
Congress had begun to make regular requisitions for money; 
but the response of the States was so tardy and so inadequate, 
that it was necessary to emit still more of the paper. The 

I Uarcb 10. 

•Sumner. Fiiuinpler, I. fW-OD. 
'Phimps.II.rO-71. 
iPebruuTlS. November £j. 
'See BollPS, I. liS; HlldniCh. U, S.. Ul. 446. 
• Snox. Dnlted SU(«s Notpa. 10. 

1 Cf. JefteTBon'a Works. SX. SBO: Schuckera. FInaDcea ODd Paper Jloop; ol the RutoIu- 
XioBaiy Wtr. ver. 
■Bee Journal of Congeem, Januarjr & Januar]' IS, 1779. 
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first four mouths of the vt-ar* saw the issue of :g!65.000,OOI 
more of the cuiiency. This (lepivciaieil the bills bevond hope 
of recovery, and by July they were worth only ^ve cents on 
the dollar. But all other rt-sourees were yielding only a small 
I)art of the funds needed to carry on the war, and still other 
issues were to follow. J»y Si-pteuiber -Soo.000.000 more had 
been issued; and the evil had Income so jrreat iluit CongreM 
was led to the decision that an absolute limit to The emissions 
ou^ht to be lixed, and that, in any ease, the amount of bills 
in eirculation should not exceed ^^OO.Uiin.OOO. On September 
13 an ad(ln»ss was simu out to the Suites, showing that 
^ir»!M)40,000 of the notes was then in eiriulation:*- and stating 
that ui> to that date taxes ha;l brouirht into the treasury onlr 
?3,027.n00; while §:^ii.7<;i.000 had been received from domestic 
loans, and ^4,000,000 from forei^cn. 

l\y l)(»cemlH*r the amount «>f emissions fur the- year had been 
ratsfMi to S L40,0.7J,000, and the luuit of s2i»ii.oiM»,oOO had been 
r(*ached.^ At this time one dollar of the currency was worth 
less than three ct^nts, and soon aftcT tli;.* valu*» so declined that 
one dollar in specie exchanjj:ed for ei;rlity dollars of the paper 
money. Thus Con}::n»ss had exhausicd tlii» sources from which 
it had hitherto derived the greater portion uf its funds for de- 
fraying the expenses of the war. 

The amount of notes authorized each year had been as fol- 
lows:^ 

1T75 si;.OtM).000 

ITTlJ ID.OOO.OOO 

1T77 m.oOOjmO 

177S o:^..rioo.ooo 

1770 140.01)0.000 

»24i .rit>o,ooo 

1 Dar.-'; of is-^ii.'. J;inii:iry U: lV».mary ;i. V.*: Ai-ril ;». 

sFroiiitiim* r.> tiin.- nol^s lia.l Immmi with.lrawn from circulnt ion ; at*? p. sj. aIbo It is 
possil.l- llial alltho l.ills|.iHnioti<v amli-rl/.M! hii-l not b.^.,, ts«„eU. Tlu/'wliolo amount 
of <Miii<si<..is v..t.Ml tip to this liiiiM wn^ .i-«ii...rx»MV.,i mil it. u only on s-mv. 8,ioh ba«ia.. 
thi^ that tho stntoniont of Consfivs^ fan >>»• explafn.-.!. 

DI)nr.'s of IssiiP, May:». J.mo 4. July 17. S .i»'-'"'>'?r 17. O -ob.r u. X.^vtuVr 17. Xo- 

* Cf. State Papera, Finance. V. 7«;i. 
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Many of tliese had been withdi*awn and exchanged, so that 
probably not more than $200,000,000 was in circulation at 
any one time. 

But this was not the whole burden which the peoi)le of the 
States had to bear in the form of a depreciated currency. As 
we have Been, pai)er money was issued by the individual 
States. In addition to this, manv of the loan office certificates 
were, contrary to the expectation of Congress, placed in circu- 
lation.^ It is safe to estimate that, at some i)eriods during 
the war, there was in circulation at least §300.000,000 of 
paper money. It will be apparent how excessive this amount 
was, when we remember that, at the time, there were not 
more than three million people in the States; while trade and 
commerce on any large scale can hardly be said to have ex- 
isted. 

The si>ecie value of this enormous amount of paper can not 
be determined with accuracv. Hildreth estimated it at 
$70,000,000,- a figure which all writere have held to be too large. 
Mr. Bronson has placed it at ?53,000,000,» taking the Thila- 
delphia rate of depreciation as a basis of computation. This 
amount seems to be too large, and Mr. Bronson presents none of 
his data. Jefferson assigned to the currency a specie value 
of $30,307,000.* Bayley' accepted this as "approximate to 
the tinith;" while Prof. Sumner° says that it has no value. 
The general opinion has been that ail these statements over- 
value the paper money. In the following paragraphs an at- 
tempt is made to estimate in a conservative manner the value 
of the Continental curi'enc.v, and to avoid the danger of placing 
it at too high a figure. Errors of this sort have impaired the 
results of all attempts to compute the cost of the Revolution. 

Since the government's exi)enditures in paper money were 
very unequally distributed in the various parts of the country, 



1 BoMes, I. ilTjO. OCI. 

'^History of the United States. III. 44G. 

■ HintoricAl Sketch of Connecticut Currency, 150. 

* Works, IX. 259. 

* History of the National Loans. 335. 

* Financier and Finances of the Revolution, I. OS. 
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ious States, and all of thjem could not lULve been affected 
equally by the depreciation. In such cases there will occur in 
this estimate an error of undervaluation, and this fact will 
render it improbable that the computation will result in an 
OTer-statement of the value of the money. 





Mass., 
Ck>nD. and 
New York. 


PeDn.,N J., 
Del., Md., 
and Va. 


N. Carolloa 

and 
S.Carolina. 


Scale 
adopted 
by Cong- 
ress. 


Philadel- 
phia mer- 
chant. 


Jeffer- 
son. 


High- 

est 

rate. 


Jan., 1777 

April 


$1 05 > 
1 12 
1 25 
.1 09-$2 75 


$1 20-$l 50 
2 60- 8 10 
2 25-3 00 
300" 


$1 08-$l 50 
1 89-2 00 
1 86- 2 50 




$1 25 
200 
300 
800 


• • • • • • • 


$150 
8 10 


July 




8 00 


October 


91 pr. ct. 


800 


Jan., 1778 

April 


$1 46-13 25 
2 08-4 00 
80^ 425 
4 00—500 


94 00 

500-16 00 
400-500 
5 00 


$2 21-$3 50 
8 17— 4 00 
854- 400 
4 05-4 75 


68 pr. ct. 
49 pr. ct. 
88 pr. ct. 
21 pr. ct. 


$4 00 
600 
400 
600 


$4 00 
600 
450 


$4 00 
6 00 


July 


6 00 


October 


600 


Jan., 1779 

April, 

July 


|7 42-$7 96 
11 01—11 56 
14 77-15 48 
20 80-21 51 
28 08-24 88 
96 98-27 41 


$8 00 

1600-11700 
19 00—21 00 
28 00-80 00 
86 00-88 60 
40 00-41 50 


$6 00-$7 61 
9 66-10 00 
14 57—15 00 
20 40—25 00 
26 96-27 00 
80 00-82 88 


18 pr. ct. 
9 pr. ct. 
6 pr. ct. 
4pr ct. 
4 pr. ct. 
8.7 pr. ct. 


$7 00-$9 00 
12 00-22 00 
18 00-20 00 
80 00 

82 00-45 00 
88 00-45 00 


$8 00 
17 00 
20 00 
80 00 
88 50 



$8 00 
17 00 
20 00 


October 

Noirember. . . . 
Docember .... 


80 00 
88 50 
41 00 


Jan., 1780.... 
Vmrch 


$2984-13115 
87 86-40 00 


$4000-14200 
60 00-61 50 


$320048775 
40 00-46 69 


8.3 pr. ct 
2.6 pr. ct. 


$4000-$4500 
60 00-65 00 




42 00 
61 60 



It will be noticed that these tables recognize no deprecia- 
tion before January, 1777. But it had begun by the middle of 
1776; perhaps, even a little earlier. Prof. Sumner says^ that 
the room for the circulation of Continental money was exceed- 

> This means that $1 .00 in specie was worth $1 .05 in currency. In the fourih column is 
glTen the percentage which the value of currency bore to the value of specie. Of the 
states in this first group, Massachusetts was the only one that recognized the depreciation 
until October, 1777. 

3 For this month the same rates of depreciation are given In all the States in this group 

s financier, I. 47-48. 
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ingly small, and that depreciation must liaye be^un almost 
immediately. But he gives no clear case of an advanoe of 
prices due to depreciation before about the middle of 1776L 
On the other hand, the statements^ of Gerry, Franklin, Paine, 
Jefferson, and Ramsay are all to the effect that the earlier ifr 
sues circulated at par; and in this view later writers have gen- 
erally concurred. The amount of the depreciation recognized 
in January, 1777, shows that the decline in the value of the 
money must have begun several months before that date, since 
all writers agree that the depreciation was at first gradual 
Probably it is safest to place the beginning of the general riae 
of prices at about the middle of 1776, and this is the method 
followed in this estimate. 

In estimating the specie value of the Continental issues use 
has been made of the table of emissions prepared by Joseph 
Xourse in 1828.= By comparison with the Journals of GongreH 
tliis table will be found to be entirely correct, with the pofr 
sible exception of one issue amounting to $500,000. This is- 
sue was ordered by Congress November 2, 177C, but it is 
possible that the notes were never placed in circulatioiL* 
For this reason Mr. Nourse has excluded it.* Applying to 
this table of emissions the highest rate of depreciation found 
in any of the States, a safe estimate may be obtained 
Allowance has been made for the necessary delay in the issue 
of the notes by assigning to each emission the highest rate 
of depreciation found in any of the States two months after 
the resolve of Congress authorizing the issue.** The estimate 
is as follows: 



I So*? reft*n.'nces on I). 105. Also Gt»rry'8 statement in Annuls oC Cong^ress. n. p. HTBL 
First Conprt'ss. 

•State Papere. Finance. V. TGL 

»Ser riiillips n. nr: Smnner. Financier, I. 08. 

< Various otli'T statements have been made reganlini? the amount of tbe Contliieiitd 
Issues. Some have placed the amount as hiirh as §:tt7,00(t.O:>3, but such estimates indndo 
the reissue of bills iMiiii into the treasury after irS(). See Gou;;e. 10; Pllliot. II; SuamaTt 
Financier, I. SJ^. 

^ This method will not lead to an over-estimate of the value of the notes. But, In 
casus up to January, 17?.i, the depivclation was quite KradiiaU as the table shows. 
fore, up to the time when the value of the money hod become very small, one might 
any pi»rfOil of from one to three months without materially affecting the result. 
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Date of Issue. 



1775. 



1770. 

February 

May 

July and August 

November and December. 



It < ( 



February . . 

May 

Aug:ust ... 
November . 
December . 



1778. 



January . . . 
February.. 

3Iarch 

April 

May 

June 

July 

September. 

November 

December. 



1779. 

February 

April 

May 

( January and May 

f Say that new issues were. 

June 

July 

September 

October 

November 



Amount. 



86.000,000 



4.000,000 
5,000,000 
6,000,000 
5.01)0.000 



5,000,000 
5,000,000 
1,000,000 
1.000.000 
1.000.000 



3. 000, f 00 

2,000,000 

2,000.000 

C.500,000 

5.000,000 

5.000,000 

5,000.000 

15,000,000 

10,000,000 

10,000.000 



Depreciation. 



10,000,000 
5.000,000 
10, WO, 000 
50,000.0001 
40,000.000 
10,000,000 
15.000,000 
15.000.000 
5,000.000 
20,060,000 



^Ml, 500, 000 



At par. 



At par. 
1.23 
1.25 
1.50 



3.10 
3.00 
3.00 
4.00 
5.00 



5.00 
6.00 
5.00 
500 
5.00 
500 
5 00 
6.00 
8 00 
10.00 



17.00 
20.00 
20.00 



Specie Value. 



$6,000,000 



20.00 
24.00 
24.00 
?>8.00 
41.00 
50.00 



4.000,000 
4,000,000 
4,000,000 
3.330.000 



1,600,000 

1,660,000 

330.000 

250.000 

200,000 



600,000 
830.000 
400,000 
1,800.000 
1,000,000 
1,000,000 
1,000,000 
2,500.000 
1,250,000 
1,000.000 



6^,000 
250,000 
600.000 



Total 
Specie Value. 



2,000,000 
410,000 
620.000 
390,000 
120,000 
400,000 



10,000.000 



15,330.000 



4.040,000 



lO.SSOUXX) 



5,270,000 



$41,020,000 



I A part of this i»sue was for the purpose of exchauKins: 
1T37. and April 11, 1778. See Journal of Congress. May 7, 1779. 
lo 110,000,000, and accordingly we have placed the new issue 



earlier emissions of May 20, 
These two issues amounted 
at $40,000,000. 



■>.^' 
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The foregoing table allows for |10,000,000 of exchanges of 
new bills for old. The amount of other withdrawals can not 
be ascertained with iiny certainty. In the address of )§eptem- 
ber 13, 1770, Congress stated that f 159,048,000 of the bills was 
then emitted and in circuhition. Now the total amount of the 
Issues authorized previous to that date waj* $201,500,000; and, 
if this statement of Congress is to be tioisted, it would seem 
that ?4:1,500,000 of the earlier issues had been withdrawn or 
never placed in circulation. The Journal of Congi*c*ss enables 
us to ac<?ount for only $10,000,000 of withdrawals. If we fol- 
low the statement of September, 1770, we must deduct 
$31,500,000 more from the total of the emissions. These with- 
drawals, or failures to issue the full amount of notes authorized, 
could not have occurred before 1771) because the statistics of 
the advances made at the treasurv from 1775 to the end of 
1778 show that all of the $101,000,000 of notes authorized dur- 
ing that time must have been in use.^ If we assign to the 
$31,500,000 withdrawn or never issued the depreciation of ten 
to one which prevailed at the time that the first issues of 1779 
were authorized, we sluiU have to subtract $3,150,000 from the 
estimate of the specie value of the bills of credit actually is- 
sued. Thus the estimate of the total income from the Conti- 
nental paper money will be $37,870,000, if we accept as cor- 
rect the statement of Congress regarding the amount of bills 
in circulation in September, 1779. This is a question which 
we have no means of determining, but it would seem to be 
safe to place the specie value of the money issued at not less 
than $37,800,000; while, if the statement of Congress is re- 
jected, the estimate would be $41,000,000. In other parts of 
this w^ork it is thought best to use the smaller estimate, which, 
it would seem, does not overstate the income derived bv Con- 
gress from this source. 

At the opening ol 1780, when a dollar of the paper money 
was worth less tlian two cents, Congress was obliged to admit 
the fact of depreciation. ITp to this time, that body had re- 
peatedly pledged the public faith to redeem in full every dol- 

1 See Elliot, 10 and 11, for Hamilton's statement of the advances at the treasury. 
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lar of tlie paper; but in Mapch.^ a resolution was x^^ssed wkich 
provided for the redemption of the bills of credit at one-for- 
tieth of their face value. In order to draw in the old bills 
a tax of $15,000,000 a month for thirteen months, payable in 
the old emissions, was levied uix)n the States. In payment of 
this tax, silver and gold were made receivable at a ratio of one 
dollar in specie to forty in currency. As soon as paid in, the old 
money was to be destroyed, and replaced by bills of a new 
emission. These new bills were to be issued in an amount 
not exceeding one-twentieth of the face value of the old issues. 
Six-tenths of these new emissions were to go to the States, and 
the rest were to be at the disposal of the United States. The 
new bills were to be redeemable in specie within five years, 
to bear interest at five per cent, and to be receivable for taxes 
at the same rate as specie. 

Obviously this was an act of practical repudiation. The 
bills were first declared to be worth only one-fortieth of their 
nominal value; and then were made receivable only in pay- 
ment of an extraordinary tax, imposed for the sole purpose 
of withdrawing them from circulation. It may be true that 
this action wa« ine\itable, and that Congress had good reason 
to despair of its ability ever to redeem the notes at their face 
value. It certainly is a fact that it was bej'ond any human 
power to repair the losses suffered by those persons through 
whose hands the money had at first passed; and that the at- 
tempt to redeem the notes in full would have resulted rather 
in benefiting speculators than in comi)ensating the original 
losers. But these extenuating circumstances do not alter the 
fact of repudiation. The real purposes of the resolution were, 
to reduce the volume of currency to a reasonable amount, to 
provide the States with money which should enable them to 
meet the requisitions of Congress, and to supply the general 
government with additional funds. These ends were not fully 
realized from the measure on account of the partial non-com- 
pliance of the States with the requirements of the resolution 
ordering the tax. The bills of the "new tenor" soon depreci- 
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ated, but they continued to circulate until after 1790, when 
they were received in subscription to the stocks created in 
order to fund the national debt. Fi-om the report of May 11, 
1790, it api>ears^ that alwut 84,000,000 of these new bffls 
was actually issued. Of these the government received 
11,592,000 as its proportion, of four-tenths.- 

After this time the old notes disappeared from circulation 
and specie quickly re-appeared.^ Under the requisition of 
March, 17S0, §119,400,000 of the notes was finally paid in and 
destroyed. In 1791 it was estimated that §78,000,000 was 
still outstanding. Under the funding act of August 4, 1790, 
16,000,000 of this amount was funded at the rate of one cent 
on the dollar.* The rest seems to have remained in the hands 
of people who held it after the time fixed by the funding 
act, hoping that ultimately the notes would be redeemed in 
full. 

Such is the history of the pa]>er money of the Revolution. 
The loss inflicted uix>n tlie i)e()ple of the United States by its 
depreciation can never be fully estimated. Of course the de- 
preciation amounted to nothing less than a tax upon those who 
were unable to protect themselves from such a loss; and, mani- 
festly, this was a tax of the most unjust and objectionable 
sort.* But whatever the loss, and whatever the injustice 
caused in this way, the fact remains that the issue of the pa- 
per money made possible the successful termination of the 
struggle undertaken against Great Britain. By this means 
Congress was enabled to carry on the war from 1775 to 1780, 
a period during which all other sources of revenue would have 
furnished only a small part of the needed resources.* '^How 
else could the war have been carried on?" 

Those writers who condemn in foto the issue of bills of credit, 



* St«t*' PaiHTH, Kinaiict*. I 54. 

* On the cliaracUT and eflfects of this act of March, ITSi, se** Kanisay. II. 318: Belles. 1., 

135. 
3 S«^ Sumner, T. IH-lOc). 

* Elliot, Fumlinif System, li. 

* See Sunmer's Hamilton, 151. 

* Further llpht la thrown on this subject in the discussion of loans and taxation in the 
following chapters. 
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have generally fallen into the error of blaming Congress for 
not doing something that lay wholly beyond its powers. Thus 
Mr. Bronson, in asserting that taxation should have been in- 
stituted from the start, and that independence was won, not 
by paper money, but rather in spite of it, says, "A firmer will, 
with a greater readiness to make sacrifices, would have opened 
a way." But the "greater readiness to make sacrifices" did 
not exist, and Mr. Bronson's criticism falls to the ground. Had 
**a firmer will" been shown, had Congress attempted to levy 
taxes in 1775, the way would have been effectually closed, and 
not opened. Such a course would have occasioned a popular 
outcry that would have destroyed the authority of Congress, 
and rendered impossible the continuance of the war.^ 

But the exi)erience of the country with the Continental bills 
of credit was suflBciently bitter to serve as an effectual lesson 
of the evils attending an irredeemable "pacper currency. It 
is true that, after the close of the war, the pscpev money mania 
again broke out in certain States; but, by 1787, we find in the 
Federal Convention an almost unanimous opposition to the 
proposition to aUow either the general government or the 
States to issue bills of credit* 

An overwhelming vote prohibited the States from issuing 
paper money.* In the first draft of the Constitution the na- 
tional legislature was given the right "to emit bills on the 
credit of the United States."* But the Convention, by a vote 
of nine States to two, decided to strike out this clause, after a 
debate that showed conclusively that it was intended to pro- 
hibit absolutely the federal government from issuing such 
bills.' All the evidence shows that the members thought 
that this purpose was accomplished. 

This was never questioned during the lifetime of the men 

1 Compare the considerations advanced on pp. 118, 1S3, 152. 

* Curtis, History of the Constitution, II. 828, 330, 864; Bancroft, History of the United 
States, VI. 176-176, 803-305, Plea for the Constitution, Part III.; FIske, Critical Period, 
S73-876. 

^ Elliot, Journal of the Convention, 270; Gilpin, Madison Papers, 1443, 1443. 

* Elliot, 226: Gilpin, 1282. 

* See Elliot, 245: GUpin, 1843-1346; Ba ncroft. Plea for the Constitution, 44 et seq. 
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CHAPTER II. 
REVENUES OP THE GOVERNMENT (Continued). 
(B) Domestic and Foreign Loann. 
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American St'ile Pujiers, Finmtix, I. ; Bancroft, History of th 
United St'Ues, IV. and V. ; Bolles, Financittl Ifiatoi-^y of the United 
Stati:s, I. and II.; Bayley, History of the XationiU Lo'.nis ; Cir- 
court, JJiitoire th I' Action Commune <le In France et de I'Amer- 
ifjve, see " Co»i:lusious IHstoriimet :" T>oniol, Uiatoire <le la 
Parlicip'itimi ile lu Frimce u V FJtubliasement (fea Otitis Unis iVAmer- 
ique; Elliot, The Funding Hystem; Gallatin, Sketch of the Fi- 
nances, WritiiKjs, III. 121-127; Hale, Franklin in Frimcei Hil- 
dreth, History of the United States, III. and IV.; Joiirntda o/ 
Congress, 1775-1788; Pitkin, History of the United States, I. 
and II.; Ross, SinAiny Funds; Schouler, History of the United 
States, I. ; Sparks, Diplomatic Correspondence of the American 
Revolution; Statutes at Large, I.; Sumner, Financier and Fi- 
nances of the American Recolution. 

Section I. — Domestic Loans and Indebtedness. 

In 1773, when the second emission of paper money was pro- 
posed, Franklin nrged Conp-ess to borrow tke necessary 
funds,' ratlier than resort to another issue of bills of credit. 
This Bugfrestion, however, was not followed. As a temporary 
body, it would not have been easy for Conf^ress to secure a 
loan; and it was not until after independence had been de- 



lid K'-^Mirv . ? THE rs.rzv-:-- r -:^: '%.s 

clan-il. iJi«t ihi-i 'rxjr^iV.^n-'. rs;-a r^sorre'l 70.- ET^-a ihea the 
intasiire i-n<-oiiiU'.-r*ril c-jIj sM'^r.i Mr ■:.i'j--j«:t:oc: tii tv Ociober 
ill'; (laii;;'"r of litpr'-'-Sii'ion of tL^ l'.ijrr iL-a-rv La'i I'-ecome 
»f> ;:i'<-itt that Con','rt«s voi'r-!- to l-i-rro-B- five irJIlion Conti.- 
iitniiil ilfillai's jit foni- ji^r oeii'. iDt^reit. A U-za office was 
ojx-iK^iJ in f-jich Siiit'f; an'l a -"nniaiUsioii^r. apf»>in:«3 br the 
Ktiir-. was jilaotil in <harg^ f.-f e;ii?h oflio^r and an Ji-.Tized lo re- 
ctive wilisiTijitirtns, Uiii tli'.* Kite of int'?rest was placed too 
low, iiiid this first att(rm[jt lo stcuit- a loan met with bnt lit- 

Ill Jaiii];tty and Fi-bruary,^ 1777. Congress decided to bop- 
roiv *]r..(Hif),00(t more through the loan offices. Shortly after 
ward,' the rate of int'^rest was raised to sii per cent., and 
tin- i-<-r'ifij)ts from the offices began to increase. Daring this 
yi:ar the first foreijin loan was secnred in France. This led 
i'Viii;:res!* to resohv'' that the interest that should in the 
fiiliir<; arise on loan office certificates issued in ptirsuance <^ 
foriHf-r pf-Wfliitions, should be paid annually in bills of ex- 
clinnf:'' drawn on the Aniei-ican commissioners in Paris. It 
wjis Imjj'-il that, hy usin^ the French loan to insure the pay- 
iin'iit of intr-ri-st on the domestic debt, ?20.000,000 might be 
bon-ow'-d at hfiifn.-, and furtlier emissions of paper made nn- 
Mcfi-ssary. Tliis nicasnio did lead to an increased willingness 
to I'-nd lo llie (joverumen r/' but the issue of bills of credit wai 
noi iivoidf-d. 

'I'll'" iiKinih of Xovcmbci" saw the loan office system < 
ri-niif-ii ill ihit Slates, in the hope of thereby facilitating tie 
pniKiTSs rif tin- loans, In the following years other expedients 
wi-i-f it-siir-l(-ii lo in order to incif^ase the amount of mon^ 
Hc-uri'd Dii'on-rli Hk^ onices. At different times' Congress at- 
li'tiipti-il lo sM'ui-e fiirtiier domestic loans, but its efforts ven 
• a-f H..1I.-. 1. ].-. 111. 
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only partially successful. The total amount of money secured 
through, the loan offices was as follows:^ 



Periods. 








Amount of 
Currency. 


Specie Value. 


October, 1776, toSoptemter, 1777 

Rentember. 1777. to March. 1778 


S3,7S7,000 

3,459,000 

5i).830.000 


yj, 787. 000 
2,538.000 


MArrh 17TR to the close of the lo 


an of 


flees 




5,140,000 










Total 


^7.077,112 


$11,472,802 


Borrowed in new emissions, in 


17S1, 


somethinf? 


more 


than 

Total 


112,704 




$11,585,506 









The specie yalue of the bills of credit paid to the govern- 
ment under these loans was fixed by a resolution of Congress 
of April 18 and June 28, 1780. The holders of the loan office 
certificates were to be paid the specie value of the certificates 
at the time of their issue, the rate of depreciation being de- 
termined by the table which has been already given." As 
we have seen, this table does not show the full amount of the 
depreciation; and consequently the holders of the loan certifi- 
cates lost nothing by the action of Congress in repudiating the 
paper money. Since tlie table of the amounts of money loaned 
the government has been b<ased upon the scale of depreciation 
established by the act of 1780, it is evident that the specie 
value of the total loans has been placed at too high a figure. 
But it is, of course, impossible to correct the estimate, which 
must, therefore, be taken as given by Hamilton. 

Besides these regular loans, the financial exigencies of the 
government led to the contraction of other forms of domestic 
debt. Congress authorized quartermasters, commissaries, and 
qther officers to issue certificates of indebtedness for supplies 
taken for the army and for other debts contracted. As was 
to be expected, this loose system led to widespread confusion, 
and even corruption.' Morris opposed it as "extremely waste- 
ful and expensive," and sought to obtain supplies by contract, 



1 See state Papers. Finance, L 27; EUiot, 53. 

•Seep. 188. 

* See BoUei, L 881 et seq. Sumner, Financier, I. 272, 273. 
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a ivfunii wliicli Coh^vms. in l~f<l,^ iiUowed him to instltnte. 
Ill oilioi- ii]Htniii-ct« forced loiuis luid been authorize)], and k- 
cciiits yiveii fur Hi])iijlics thua SfiKed b.v the army. In all thew 
ways Ihcnr inid Iteen iit:<iit:Hl h\ the close of thy war a large 
tiuiulKT of ccrlilicateH of iiuleljteiliicss. Hauiilton. in the 
statf-tiu'iit (if Ihc cost of the wai- that he made in 1790. 
jila<-ed thi- lotal mitsUindin^ oliliKatioiiH of thi3 nature at 
$l(i.70S,«Uft. This jiKi-eca veiy clonely with the items of tM( 
rhaiticler itichiili-d in his etiitfuient of the domestic debt in 
liis i'i-i"ii-t (if .laiiuaiy. ITltO." 

In 17S:i, i]]>oii the i-ecoiniiicndation of Robert Morris.* Con- 
(rrt'ss ali(-ni[ited to fnnd llie donu-Ktie debt, and to provide 
means for hn cxtiiiKiiifihrni-nt.'' Although Conpress had re- 
solved in I7si" lo have the domestic debt reduced to iti 
»IK'cie value, little h;id been done in this direction; and the 
work of scttliiif? llie aeconuts of the Statei* and of individual! 
wanton very slowly. In December/ 17S:!, Congn-ess passed a 
resolution 1o llie elTeet that any surplus above the sum necea- 
sary to pay the interest on ihe whole of the national debt, 
that slionlil iiiiso from the fnnds frrauted by the States for 
that jiiiriMJse Khouiil form a sinkin;: fund to be appropriated 
to the- paynieiii of ilie principal of Ihi' debt. This resolution, 
liowover. was of no value, as the national finances Mere not 
ia a ccuidition to nialie a surplus jirobable. or even possible. 

Karly in llie following year.' Conjrress resolved that any 
attenijii lo pay the principal of jiast debts would obstruct the 
wrvice of ihf jrovernmenf : and that all efforts plionld be con- 
lined to ]inividing for Ihc ]Ml.^^uellt of inlevest. Three months 
bitcr." bowerer. after iirotiaoied cousidi-Kition of the fiaas- 
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cial situation, an act was passed wkich. would have gone far 
toward making adequate pro\ision for the debt, if the States 
had only been willing to invest Congress with the necessary 
authority. According to this plan, the national government 
was to have the power to levy import duties for a period of 
twenty-five years; while the States were to levy special taxes 
amounting to $1,500,000 annually. The revenue from these 
sources, together with the proceeds of the sales of the public 
lands ceded by the States, was to be applied to the payment 
of the interest and principal of the debt Through the oppo- 
sition of Rhode Island this measure failed, and it remained 
impossible for the Congress of the Confederation to make any 
provision for the payment of the debt. After March 1, 1782,^ 
it became impossible to pay even the interest on the loan office 
certificates. For these arrearages of interest, indents, or cer- 
tificates of indebtedness, were issued by the loan officers.* 
These an'earages continued to accumulate until 1789; although 
Congress, by making the indents receivable for taxes, con- 
trived to draw in a portion of these obligations incun^ed for 
interest. 

From Hamilton's report of January, 1790,^ has been taken 
the following statement of the domestic debt, as it existed on 
March 3, 1789 : 

Debt registered on March 3 1^4,598,402 

Outstanding certificates of indebtedness 12,349,419 

Loan office certificates 11,219,523 

Debt due foreign officers 180,427 

$28,353,832 
Deduct monev received from sale of lands 

and other property* 900,915 

Total principal of domestic debt $27,392,917 

Arrearages of interest to December 31, 

1790' 13,030,108 

Total domestic debt $40,423,085 

» See resolution of September 9, 1782. 

2 See Bolles. I. -288. 

» State Papers, Finance, I. 27-38 Elliot, 53, 55. 

* See p. 170. 

» Hamilton gives the arrears of interest up to 1791. OallAtin computes them up to the 
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Before leaving this subject, it is necessary to refer to the 
transactions of the government with the Bank of North Amer- 
ica. Bobert Morris secured valuable assistance from this 
institution, which supplied the treasury with considerable 
sums of money during 1782 and 1783.^ All of these loans 
ran for a short time only, and were soon repaid, so that the 
income received fi*om this source was of a very temporary 
character. From the Rejwrt of 1790- has been taken the fol- 
lowing statement of these transactions: 





AinouutA 
Borrowed . 


Kepayinents. 


i:^'i 


Sies.aiw 42 


S!^»3»4.S8 


1783 


$•^4'.).^34 13 


$388,981.01 


1784 





lUlanw repaid. 


Tot&l 


Si.e:i.s« ,w 





Of these sums, the Bank of North America furnished 
?l,240.075.o9, and the so called National Bank, ?22,866.96. 



Si'ction IF, — Foreir/u Dhxh.^, 

In the first years of the war the colonies had naturally 
sought aid from those European powers that were likely to en- 
tertain hostile feelings toward Great Britain. It was not until 
February 6, 1778, that a formal treaty of alliance was con- 
cluded with the French government; but, in both of the pre- 
ceding years, aid was secretly furnished by France. In 1776 
the first subsidy was granted to the United States,^ and the 
following year the first loan was obtained from the French 
'farmers general/'* It was on the strength of the foreign 

endofl7S9. and places them at S 11.4- '3.*<5«*. His statement of the principil of the debt 
differs slij^htly from thnt of Haniilton. We have followed Hiiinilton. since he presents 
best the different parts of the principal. See Gallatin's Writfnjfs. III. rw. 

1 See Sumner. II. -21-35, 1*J-1W; Bolles. I. 100-101, STS-'^S. 344. 

« Ban Iter's Majcaziue, \^V\ 5S:>. 5SJ, 5S5. 

» See Bayley, 2t>0-304. 

< Bayley, "XM, 303, 468. 
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loans that Congress voted^ to draw bills of exckange on the 
American commissioners in Paris for the payment of interest 
on the domestic debt. Up to March 1, 1782, when interest 
payments ceased, |1,663,992 had been applied in this way.* 
In 1778 a new loan was secured in France; and, during the 
next four years, considerable sums were received from that 
country.^ In 1781 a small loan was obtained from Spain; 
in the next year a loan was secured in Holland ; while in 1783 
another was advanced bv France. Thus from 1777 to 1783 
foreign loans yielded the following amounts, by years:* 

1777 $181,500 

1778 544,500 

1779 181,500 

1780 , 726,000 

1781 1,866,566 

1782 2,657,451 

1783 1,673,00 

?7,830,51~f 

Of this amount, France furnished ?6,352,500; Holland, 
f 1,304,000; and Spain, $174,017. A large part of this money 
was exi)ended in France, and never passed through the treas- 
ury. Hamilton placed this amount at $5,000,000;'^ but thia 
estimate must include some part of the French and Spanish 
subsidies,® as well as the loans proper. The accounts of the 
government^ show that, from 1781 to the end of 1783, 
$574,521 in specie was shipped to this country; while bills 
of exchange were drawn to the amount of $3,063,677. This 
includes, however, an overdraft of $350,000.* As we have 
seen, $1,663,000 of these sums brought into the treasury went 
to pay the interest on the loan oflBce certificates ; and the rest 
was devoted to defraying the expenses of the war. 



> September 9, ITiv. 

3 See State Papers, Finaoce, I. 28. 

» For the htetory of these loans see Bay ley, 30S-311, 393-396. 

4 This table is taken from Bayley, 468. 

» Elliot, 10. Of. Journal of Congress, September 30, 1788. 
« See pp. 165, 166. 

'See Report of 1790, Banker's Magazine, 1860, 581-583. 
•See Bayley, 811-312. 
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But, even after the close of tlie Revolution, tlie government 
was unable to meet its ordinary expenses and pay tlie interest 
on the public debt. Accoi-dingly loans were repeatedly aoaght 
in Holland,^ which conntry assisted Congress through, the 
remaining years of the Confederation. Much of the money so 
obtained was expended for interest on earlier foreign loans,' 
and for the expenses of the European representatives of the 
United States.^ Only a small i)ortion of the loans seems to 
have been expended in this country. Tlie accounts show that^ 
from 1784 to September 12, 1789, the bills of exchange drawn 
on Holland amounted to only $333,117.37.* After 1784 the 
interest on the foreign debt fell into arrears, while install- 
ments due on the principal, to the amount of fl,3S8,888,' 
remained unpaid, in spite of the pressing needs of the bank- 
rupt French treasury. In 1790 the whole burden of foreign in- 
debtedness contracted by the old Congress stood as follows: 

Amounts borrowed and received from 

1777-1783 ?7,830,517 

Amounts borrowed and received from 

1784 to 1788 1,896,000 

Amounts borrowed and received to Octo- 
ber, 1789 400,000 

$10,126,517 
Amount redeemed 27,810 

Total principal of foreign debt ?10,098,707 

Arrearages of interest up to January 1, 

1790 1,640,071 

Balance due to France for military sup- 
plies ; 24,332 

Total foreign indebtedness* |11,763,110 

> See Bayley, 311-310, 
9 Rayley. 313. 
» Bayley, 315. 

< See Banker's Magazine, l^?60, 5«4-591. 
» State Papers, Finance, I. 20-27; Elliot, 52. 

« See Bayley, 3>5, 4GH: State Papers, Finance, I. SC-^T; Elliot, 51, 52. In this sUitenMiift 
9l the principal of the debt Bayley has been followed. Hamilton's statement Is |8B. OOft 
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Section IIL—Tlie Debts of the States, 

A view of the Revolutionary finances i» not complete with- 
out some mention of the debts contracted by the individual 
States in their efforts to meet the financial burdens thrown upon 
them by Congress. So far as these debts were incurred for 
this puri)ose, they find a legitimate place in a discussion of 
the national finances; the more so, since they were ultimately 
assumed by the United States. 

Reference has been made elsewhere to the difticulties en^ 
countered by the States in establishing effective systems of 
taxation. For this reason they were obliged to incur debts in or- 
der to meet the obligations imi)osed upon them by the general 
government during the war. These debts were of a varied 
character, consisting of loans secui*ed at home and abroad, 
bills of credit of the new tenor that were still unredeemed, 
State paper money. State notes issued to meet the expense of 
equipping militia and for balances of pay due to the army; 
certificates of interest on the State debts, and various other 
obligations*^ Their total amount was estimated by Hamil- 
ton at 125,000,000.- The funding act of 1790, which provided 
for the assumption of these debts by the United States, stipu- 
lated that none of these obligations should be assumed that 
should appear to have been issued for any other purpose than 
the prosecution of the war; and limited the amount of the 
assumptions to J21,500,000.' After the debts were finally 
adjusted on this basis, |18,271,787 was assumed by the na- 
tional government.* It is probable, therefore, that this last 



leas. The arrearages of interest are given here as stated by Hamilton. Bayley places 
tbem at $1,760,277. This difference is so considerable that it seems best to follow the 
older statement. Gallatin says that the arrears were about $1,700,000. These differences 
it has been impossible to explain. See Gallatin, Writings, IIL 124. 

iSee State Papers, Finance, 1.28-81: Bolles, 11.26; Gallatin, m. 128. On this whole 
sal^ect see HUdreth, IV. 1S5; Schouler, 1. 131-132; Bolles. II. 35-29. 

s State Papers, Finance, 1. 19. 

> Statutes at Large, I. Act of August 4, 1790, section 13. 

« Bee GaUatin, Sketch of Finances, Table XV., Writings, IIL 
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figare represents most closely the amoimt of State debts ocm- 
tracted for the purpose of carrying on the war. In the final 
settlement of the accoimtSy however, certain balanoeSy doe 
to those States which had ipsdA to the government more tiuin 
their share of the expenses of the war, were added to these 
debts; and the total amount of assumptions was tbns raised to 
121,789^70. 
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CHAPTER HI. 
REVENUES OF THE GOVERNMENT (Continued). 

(C) Taxes. 
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I 

In the discussion of tlie early issues of the bills of credit^ 
it was pointed out that, although liie Congress of 1775 was a 
revohitianary body, it was impracticable for it to attempt to 
levy taxes. The whole history of taxation in the colonies jua- 
tifies this conclusion. 

Up to the opening of the Bevolution, there had been! little 
ooeaflion for an extensive system of taxation. The whole ex- 
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pense of the civil cstablishimeiits of the colonies could hardlj 
have exceeded ?300,000 a year,* and a portion of theie 
expeuditui-es was met by other means than taxes.' But, 
more than this, the economy of the colonies was relativdr 
isolated, aud comparatively few social ties existed. Beyond 
the enforcement of c^outracts aod the settlement of dispntci 
bv law, individuals received few tangible bc^oefits from die 
colonial goveniments; and were inclined to look upon the 
colon V as an external force which entered into the life of Ik 
local units only for the purj>ose of collecting money. Fartber 
still, the payment of taxes usually called for money, of whiii 
the people in the rural districts had but little. All these 6t 
eumstances made it difficult even for the State gOYemmeBti 
establisluHl after 1775 to institute State taxation on a sctk 
commensurate with the needs of the time. 

In view of these facts it is not strange that Congress coi-| 
sidered it inexpedient to attempt to tax the colonies. In tk{ 
instructions given to Franklin in October, 1778,' Ck>ngrai| 
explained that in 1775 America had never been taxed heariljf 
or for a long j>eriod of time. Also, it was stated that, sincf i 
the contest was upon the very question of taxation, the imp^ 
sition of taxes, unless from the last necessity, would ban 
been madness. In this position Congress would seem to hifc 
been justified. Tlie habit of pjiying taxes is not easily ifr 
quired or quickly formed, as the history of our own and oflMfl 
countries has I'epeatedly testified. Indeed, it is not imprdb- 
able tliat the attempt to impose a burden of war taxation npa 
the colonies in 1775, might have led to the overthrow of tbj 
Congress its<Jf. 

But the necessity of taxation by the States w^aa early 9t\ 
preciated by Congress, which exeivised whatever influence t 
possessed in this direction. Tlie first bills of credit emittiril 
were apportioned among the colonies, and Congress 
mended that the provincial assemblies should provide by 

1 Sumner, Floancier, I. 25. 

•Ely, Taxation. 105-115. 

* See Secret Journals of Oongreas, U. 118. 
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ation for sinking Uieir respective quotas of the notes.' This, 
of course, amounted to an indirect attempt to lery a tai. 
Again, in January,* 1777, the State legislatures were urged 
to make prorision for drawing in the paper money already 
issued, and to raise by taxation during the year and send to 
the Continental treasury such sums of money as they could 
collect. 

But, aa the year wore on, and the bills of credit began to 
iciate to an alarming extent, the necessity of taxation for 
general government became more app)U-ent On Novem- 
ber 15, the Articles of Confederation were passed by (Congress, 
;ind sent to the States for ra tiUaLtiou. The Articles pro- 
vided' that Congress should apportion among tlie States, on 
the basis of the value of the land and the improvements 
thereon, taxes that should be levied by the State govem- 
ments. With the necessity of taxation thus recognized, Con- 
gress proceeded to make its first formal requisition on the 
States,* in advance of the acceptance of the Articles of Con- 
federation. The States were asked to furnish f 5,000,000 dur- 
ing the year 1778. This sum was not accnrately apportioned; 
and it was stipulated that tlie amounts paid under the requi- 
sition should be oonsidei'ed as loans, until an assessment t^ 
the vaJiie of thelandandbuilding8in.eacli,oCthe8tateashould 
make possible an exact adjustment of their respective quotHS. 
Ccmgress also urged that the State issues of paper money 
shonid be withdrawn; and that in the future. State expenses 
should be met by taxation. The wisdom of these recommen- 
dations is manifest, and they show conclusively that Congreaa 
had a true appreciation of the needs of the situation. But, 
onfor Innately, as the power to enforce these measures was 

:king. they proved to a great degree ineffectual. 

From this time on the systen (tf requisitions was continued 

itil the end of the Confederation. On the whole, the lack 
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of political organization and vitality made it a signal failure^ 
although, the States did render the general government con- 
siderable assistance. But they were inclined to depend npon 
Congress, rather than upon their own efforts, when it came to 
raising funds for the conduct of tlie war; and this, too, while 
they retained in their own hands the exclusive right to levy 
taxes. Further than this, time was required to develop ef- 
fective systems of taxation where none had previously existed; 
and the occupation of parts of the country by the British made 
the collection of taxes all the more diflScult. As a result, the 
burden of State taxation was very unequally distributed; and 
this fact made even the small sums that were raised appear 
extremely burdensome to many of the jMJople upon whom the 
taxes fell. In addition to all this, sparse i)opulation and slig^ 
development of trade made the cost of collection very high. 
All things considered, therefore, it does not seem surprising 
that the States failed to supply the large sums called for ai 
the needs of Ck>ngress increased. 

Wliile the States were struggling with these difflenltieiy 
Congress was finding it impossible to secure a satisfactory wf- 
portionment of the requisitions. Complaints^ were made 
continually tliat the amounts assigned to individual States 
were unjustly apportioned, and various attempts were made 
to secure an accurate assessment. A resolution adopted la 
October, 1779,* provided that all sums paid by the Statei 
should c*ontinue to be passed to their credit, and considered 
as loans to the government, until a satisfactory assessment 
could be made on the basis of the value of land and the im- 
provements thereon. With each new requisition this resolih 
tion was re-enacted;* and no adjustment of the burdens of 
taxation was secured until 1700, when the accounts of llie 
States were finally settled by the acts of August 4 and 5, Tvliich 
provided for the funding of the national debt.* Indeed, it 

1 Cf. Journal of CH)n;?ress, September 10, 1782. 

• October 6. Cf. alw> the renolution of November 22, 1777. 

• E. (f. Journal of Congress, August 20, 178S. 

*tiee Statutes at Large, I. Also Hamilton's Report of 1790, State Papen. Fli 
L 15 ct seq. 
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would have been practically impossible to apportion tares sat- 
isfactorily on the basis of the value of the land and improve- 
ments in each State, as required by the Articles of Confeder- 
ation. In 1783^ Congress vainly attempted to amend the 
Articles so as to admit of an apportionment of taxes on the 
basis of population, in the census of which three-fifths of the 
slaves should be included. It was partly in view of the ex- 
perience of the old Congress that the Federal Convention of 
1787 rejected the old method, and provided for the apportion- 
ment of representatives and direct taxes on the basis of pop- 
ulation.^ 

It seems likely, also, that the sums whidi Congress de- 
manded were sometimes excessive. This fact not infrequently 
caused the States to despair of their ability ever to raise the 
full amount of the requisitions.^ At any rate, payments 
came iu very slowly, and Congress resorted to all kinds of 
efforts to secure a prompter compliance with its recommenda- 
tions. Addresses were sent to the States urging the neces- 
sity of immediate payment of the taxes;* requisitions were 
made in stricter terms, and interest was to be charged on all 
deficiencies;' special appeals were made to certain states;* 
the Continental treasurer was directed to draw upon the States 
for sums remaining unpaid;^ and, finally, Congress attempted 
to throw some of its obligations upon the States.® All these 
efforts, however, generally failed to accomplish their pur- 
poses. In 1780, when the issues of psi^r money were ex- 
hausted, the States were called upon* to furnish supplies of 
com, wheat, flour, etc.; but this system of specific supplies 
proved so wasteful that it was finally abandoned.^® 

1 April 18. 

> See 3Iadi8on Papers, 864, 1038, 1030. 

* See Hamilton In Madison Papers, 283. Also Journal of Congress, April 5, 17&i. 

* See reeolatiODs of Biay 8. 1778, and September IS, 1779. 

* October 6, 1779; September 18, 1780. 
« Janaarj 15, 1781 ; May 19, 1780. 
▼May 98,1781. 

* Nonomber 90, December 10, 1781. In these cases Cougreea requested certain States to 
provide for equipping soldiers for the Continental army. 

* December, 1779; February 85, 1780; November 4, 1780. 

>• See Smniier, Flnanoier, L chap. 11. Also Hamilton, History of Republic, H. 94. 
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The fatal weakness of the Articles of Confederation, which 
left in the hands of the States the sole power to collect taxes, 
was apparent long before the Articles finally went into effect in 
March, 1781. In February^ of that year Congress sought 
to obtain from the States the power to levy a five per cent 
duty on imports. While this resolution was x)ending, the at- 
tempt was made to combine with this proposal a request for 
power to supervise the commercial regulations of all the States. 
Rejecting this idea, however, Congress decided to ask simply 
for the right to establish effective national revenues; and it is 
worthy of notice that, under the Confederation, all other at- 
tempts to join commercial regulations to revenue measures 
met with a similar fate.^ But this recommendation of CJon- 
gress failed of acceptance, largely through the opposition of 
Bhode Island. This State based its refusal on the claim that 
the proposed tax would bear with undue weight ujx)!! the com* 
mercial States, and would give to Congress powers ivhidi 
might become dangerous.^ 

By this time* Eobert Morris had been called to administer 
the national finances. Basing his i)olicy on the necessity of 
taxation, he urged from the outset the adoption of a system 
of imjwrt duties and other taxes.^ Early in 1783, with, the 
condition of the finances becoming more and more precariouSi 
Congress renewed* its efforts to secure tlie authority to de- 
rive a revenue from customs duties. The States were asked 
to grant the government a five per cent duty on imx)orts wifli 
a few higher specific duties on certain articles of luxury. CJon- 
gress conceded to the States the right to api)oint the collecton 
of these revenues, which were estimated as likely to amount 
to 1915,000 annually, and were not to continue for a longer 
period than twenty-five years. At the same time the States 

1 February 3. 

• See Hill, 99. 

sSee Journal of ConflrresR, December 12. 1782. On this whole subject aeeHUl, Bai^ 
Stages of Tariffn^oUcy, 99-103: Sumner, Financier, U. e4-«8; Bolles. L 292 et seq.; Oirtii, L 
17»-180. 

« February, 1781, 

• See Sparks, Dip. Correspondence, XIL 211 ; Sumner, Financier, IL 79. 

• April 18. 
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ivere requested to furnish, the government with. |1,500,000 a 
year under the old system of requisitions. But this effort met 
with, no better success than the earlier one had experienced, 
although such men as Morris, Hamilton, Madison, and Ells- 
worth devoted their energies to the attempt to persuade the 
States to make the necessary grant of power.^ 

Three years later the project was renewed,^ and the States 
were a»ked to consent to the establishment of the general sys- 
tem of revenue recommended in 1783. Again a negative an- 
swer was received; and, after this, the attempt was abandoned. 
Not until 1789 was the national government able to assess 
and collect the taxes necessary to its support. 

The history of the requisitions made by Congress is both 
interesting and instructive. The sources of informations are 
in some i)articulars conflicting, owing to the confusion that 
existed in the accounts of the old government; but the most 
important facts can be ascertained with considerable accuracy. 
First among the sources come the !Rei)orts of 1785 and 1790. 
These do not include all the money exi)ended in- Europe,' 
but they do give an account of the financial transactions car- 
ried on in America. Next, there is the report made by Ham- 
ilton in May, 1790, on the "Money received from or paid to 
the States."* In thisl the old accounts are cleared up as far 
as possible. But, in the final settlement made by Hamilton, 
the States are credited with certain sums that do not appear 
on the earlier accounts; and, as a result, the statements of 
this rei)ort do not agree in some respects with the Keport of 
1783 and the Report of 1790. Finally, we have various 
reports made by committees appointed by Congress to consider 
financial questions. These frequently* conflict with each other, 
aa well aa with the other documents mentioned above; and 



iSee Journal of CongresB, April 24, for ftddreas sent to the people of the United State* 
Bee Xadison Papers, 187-407, for debates in Ooneress. See Sumner, HUl, Curtis, and 
BqI1s% aa above. 

•▲prlll8,1786. 

• B. g. The Report of 1790 makes no mention of the Dutch loan of 1787, which was used 
to pegr liitenst due on prerious loans in Europe. 

«8ee8tato Papers, Finance, Lfi^tt; ElUot, 67-«8. 
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present some discrepancies which, it is impossible to explain. 
Yet, they liave a certain value for our purpose. 

Tlie first four requisitions were payable in paper money, 
and were as follows:^ 



Date op REtinsiTiox. 


Amount In paper 
money. 


Specie value. ■ 


November 22, 1777 


S 5.000.000 
15, 000, 000 » 
45,000,000 
30,000,000 


$3,159,981 


January 2, 1779 


May 21, 1779 

October 6, 1779 * 


2,012,900 
858,401 






Total 


§95,000,000 


$5.0M,9n 



Tlie payments on these requisitions amounted to $54,667,000 
in currency, of which the si)ecie value was $1,856,000, acooid- 
ing to the scale of depreciation recognized by Congress at 
the time of payment.** 

The last of tliese requisitions was made on October 6, 1775. 
By the resolutions of February 27 and :March 18, 1780, tliil 
requisition was amended; and was made to serv^e as a meau 
of withdrawing the bills of credit from circulation. In the 
final resolution of March 18, the States were asked to pay is 
115,000,000 of the bills monthly until April, 1781; and aO 
paj)er paid in after March 1, 1780, was to be destroyed. Of 
the ?180,000,000 of currency thus required, $119,400,000 vai 
paid in.® For this the States were credited with, paymenti 
of $2,989,000 in specie, this amount representing one-fortiett 
of the face value of the bills of credit.^ 

1 On all requisitions see Journals of Congress of the dates given; also Hildnch, DL 
article on "Requisitions'^ in the index. 

* The specie value is taken from a report bj Morris, quoted by Sumnor, FlnanelVt L 
279; also in Sparks, Diplomatic Correspondenco, XI. 447. n 

* Oonf^^ress also called for $6,000,000 a year for eighteen years, but no notice ■eem U 
have been taken of this amount. 

* Tliis requisition was amended by resolution of March 18, 1780. which is next 

* See State Papers, Finance, I. 55, 59-62. Also Elliot, 70, 77-83. Of coane, Uita 
of depreciation resulted in an over-valuation. 

* See state Papers, Finance, 1. 58, 60; Elliot, 73-76. 
V See State Papers. Finance, I. 54, 58, 59; Elliot, 09, 73-76. 
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The next requisitions were for specific supplies,^ the value 
of which, can not be determiued except in the case of the 
requisition of November, 1780. Here the States were re- 
quested to send goods of the value of $4,350,000. In Hamil- 
ton's rei)ort the States are credited with supplies to the 
amount of $881,000;= but it is uncertain whether we should 
be justified in taking this sum for the payments made under 
the specific requisitions. It would seem probable that, in a 
statement of the amounts paid to the government by the 
States, there must be some credits given for the payments of 
specific supplies. It is certain that nothing else in Hamilton's 
tables can represent such supplies; and, therefore, it is pos- 
sible that the amount above mentioned represents the jmy- 
ments on the specific requisitions. Further than this, it is 
impossible to ascertain to what extent the States complied 
with these demands of CJongress. It is certain, however, that 
the system proved wasteful and expensive; and that it failed 
to furnish the army with supplies at the time and place where 
they were needed.' 

As soon as the specie basis w^as restored Congress made its 
requisition payable in bx^^iGj or, as an equivalent, the bills of 
credit of the new emission. These early specie requisitions 
were as follows: 



Date or Requisition. 


Amount. 


Aiunut 28, 1780 


$3,000,000 


NoTember4, 1780 

march 14, 1781 


1,643,988 
6,000,000 








$10,64-^,068 


little, if anything, seems to have been received in payment 
of these requisitions.* In Morris's accounts, which begin in 



1 Requisitions were ordered December 11, December 14, 1779; February 25, NoTember 4, 
1780. 

*8ee State Papers, Flnanoe, 1. 55; Elliot, 70. 

* See Somiier, L chap. 11. 

^Fbr the state of the flnances during 1780>1781 see BoUes, 1. 101-lM; also an address 
aant out by Congress, in Journal for January IS, 1781. 
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Febniarj', 1781, there is no record of any receipts from taxes 
until June, 1782; and the amounts then paid are credited to 
requisitions made after October 1, 1871. We have seen that 
in the resolution of March 18, 1780, (Congress provided that the 
four-tenths of the bills of the new emission that were to be at 
the disiwsal of the United States, should be credited to the 
States on their (quotas of the r<?qui sit ions. The shai'e of the new 
bills which fell to the United States amounted to $1,592,222;* 
and must, therefore, be credited to these first specie reqoia- 
tions. 

The history of the requisitions made after this date can be de- 
termined >^ith considerable accuracy.^ October 30, 1781^ 
Congress called for $8,000,000. In September^ of the fcdlow- 
ing year |1,200,000 was called for, but this sum was after- 
wards made payable in indents, or the certificates issued by 
the loan officers for interest on the domestic debt. Under this 
requisition, however, no payments seem to have been ziuid& 
On October 16, 1782, $2,000,000 in specie was called far. 
Hamilton states that $1,329,000 was paid on this reqidsition 
and on that of October', 1781,* up to the first of the year 1784. 
Morris's accounts, however, show that the receipts from taxes 
in 1782 and 178:^ amoimted to $1,466,066.'^ A reiK>rt of a 
committee of Congress^ places the payment for the same 
period at $1,486,511. Tliere is no apparent explanation for 
these conflicting statements; and, undoubtedly, the original 
accounts of ^lorris should be given the greater weight. 

In April, 1784J Congi'css, recognizing that these demands 
had been excessive, called for a payment of only $2,003,000 in 
specie and $007,000 in indents; providing, at the same time, 
that these sums should be credited on the existing requisitimui 



i See State Papers, Finance, T. 58; Elliot, 73. 

3 We have Hamilton *r tables of the payments on the requisitions from October. 1781, to 
iraR, and the Reports of 1785 and 1790. 

• September 10. 

4 See State Pax)ers, Finance, I. 56. 

» See Report of 1790, in Banker's Mafi^Azine. 582, 583. 

* See Journals, April 5, 1784. 
» April 27, 88. 
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The following year^ the balance due on the same requisitions 
was required, of which sum |1,000,000 was made i)ayable in 
specie, and |2,000,000 in indents. In 1780=^ a new requisition 
was made for f2,170,430 in specie and |1,606,632 in indents. 
The next year,' |1,700,407 payable in indents was asked for; 
and, in 1788,* a final requisition was ordered, which called 
for $1,686,541 in indents. According to Hamilton's report 
these requisitions made after 1781, stand as follows i*^ 



- 


Specie. 


Indents. 


Total. 


Amount levied from 1781 to 1789 


|6,6S0,000 


$8. 738,000 


$15,808,000 


PaTments made from 1781 to 1784 


l,«i!9,000 
2,200,000 




1,329,000 


Payments made from 1784 U> 1789 


2,871.000 


4,571,000 


Total payments 

Balance unpaid in 1789 


98.529,194 
13,101,731 


12,871, IM 
90.361,929 


|5,900.U8 



This statement made by Hamilton does not appear to ai;ree 
at all closely with the Reix)rt of 1790. Tliis last docrument 
states the receipts from taxes from February 20, 1781, to 
September 12, 1789, as follows: 



February 20, 1781, to December 81, 1781 . 

1782 

1783 

1784 

1786 

1786, specie 

indents 

supplies 

1787, specie 

indents 

1788, specie 

Indents 

ITBB, specie 

indents 



I 6i4.(J86 46 
fnfO.O'^ H8 
613.77:1 m 
376, 6*» AO 
3r;i.lf2;)0 
3H,«I5 74 

276.MI 44 
»7«.Jtt7 4M 
iini,mH Ml 

i,/fii,7w»/yr 

«r,7«i 17 

^t.n^ it 



Total parments In qiecie 

Tdtal payments in indents 

Payments in form of supplies 

Total reeeipcs from caxas * . 



13.9^3,661 

t,r,$i.r,m 



$i/jM,tm m 



v. 

October 11, 1787. 
Aii|piBti;i7n. 



L9iC97: WakA,7U7t, 
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But it is possible to account for tkese discrepancies. The 
greatest difference between the two statements is in the mat- 
ter of the payments of indents. Xow the States seem to have 
continued to turn indents into the national treasury after Sep- 
tember, 1789. In Hamilton's Report on the Public Credit, in 
January, 1790,^ the amount of indents paid in up ta Decem- 
ber 31, 1789, is placed at ?2,244,231. By May, when the report 
was presented concerning the money i)aid by the States, this 
sum had been increased to $2,371,154. This seems to explain tilie 
accounts of the payment of indents. In the case of the specie 
payments there is only a difference of $117,000 between Ham- 
ilton's statement and the accounts of the old gOTemment 
Tliis may be explained on similar grounds.. Indeed, from 
what we know of the delays and backwardness of the State 
oflicials, and even of the national receivers, in furnishing state- 
ments of their accounts, such an explanation seems more than 
plausible.^ It is probable, however, that these credits given 
to the States by Hamilton arose from the settlement of dd 
accounts; and do not represent actual payments in specie 
after September, 1789. 

We are able then to construct the following table, which 
shows the total receipts from taxes after February, 1781. 





Specie. 


Indents. 


Supplies. 


Totals. 


1T81 to December 81. 1783. 


81 ,406. 006 » 
l,917,5a-i» 

117.P03 






$l,46ft.088 
8,48G.gM 

M7,«B6 


January, 17ft4. to September 12, 178a 

Credits Kiven tho Statas af t«r S^p- 
temlKT li, 1789 


$1,541,031* 
R29.523 


J27,780» 


Totals 


S8.501,4W« 


SO. 371, 151 1 fc»7.7SO 


$S.800,S« 






1 ^ ' 



1 state Papenv Finance, 1. 28: Elliot, 55. 

*For an illustration Roe the Journal of Con»n^ss for September 90, 1788. Then It It 
Ftat4Hl thnt the rec*fipts of imlents up to April 1, 1788, were SI. 881,000. But of this sum only 
$ljno,OiX) had been received into the treasury, the balance still remainkis in the hands of 
the loan office receivers. 

• See p. 161, accounts of old government. 

« Add to tills $27,730 for supplies, and the amount equals Hamilton^ ■tatemenfc oC 
$3,620,104. 



BULLOCK — FINANCES OF THE UNITED STATES, 1775-89. 163 

The entire list of requisitions will, therefore, stand as fol- 
lows: 



BE<2(n8TnoNS. 



First requIsitioDs. See p. 156. . 

Specific supplies. See p. 160. . . 

BequisitioDS of March 18. 178d.. 

Sarly specie requisitioDS. See 
p. 150 



Amount in Amount in 



currency. 



Specie requisitions after Octo- 
oer, 1781, Seep. 160 



Bequisltions payable in indents 
6eep.l60 



specie. 



PaymentH 

in 
currency. 



$1^.000,000 |S,0&1,9T2 $54,667,000 



180,000,000 



10.643,088 



6,680,036 



8,783,083 



$31,061,969 



119,400,000 



Payments 

In 

specie. 



Balances 
unpaid. 



$1,856,000 

881,000 

8,089,000 

1,592,S32 

8, 5-39, 194 



$3,196,000 



9,050,000 



8,101,000 



2,371,154 6,361,000 



$13,218,570 



The figures already presented show so plainly the weakness 
of the system of requisitions that no further comment is neces- 
sary. In a following chapter it will be necessary to recur to 
this subject, and to show what jwsition taxes occupied in the 
national finances of this period. To that end it will be con- 
venient, at this point, to determine the amount which the gov- 
ernment received from taxes up to the end of 1783, and the 
sums received after that date. For this puri)ose the following 
tables have been prepared: 



From the first requisitions, specie value 

From specific requisitions 

Trom. specie requisitions before October, 1781 

Vrom specie requisitions October, 1781. to January, 1784 
Total 1 receipts to January 1, 1784 



$1,850,000 

881,000 

1,593,000 

1,466.000 



$5,795,000 



1 Since the requisitioii of March 18, 1780, brought the government no revenue, it has been 
Moehided from this table. 



i 



-.t.»^,WJi„ 
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Specie. 


Indents. 


TouL 


From reauisitions from January. 1784, to 
Bepteiiioer. 178U 

After September 1*1 1T89 


$1,045.3851 
117,*)3 


$I,511.G81 

829, ass 


}S.46S.I 






Total 


$«, 063,138 


$2,371,154 


I4.4U.3 





The experience of the Confederation with the system 
requisitions sufficed to convince the Federal Conventi 
that the new government should possess the right to ni 
directly the revenues necessary to its support. With b 
little opposition Congress was given the power "tol 
and collect taxes, duties, imposts, and excises to payt 
debts and provide for the common defense and genei 
welfare of the United States." ^ 

I The sum of $"27,730 received in supplies is Included in this column of specie pijMi 
See p. 1G3. 

sQilpin, Madison Papers, 1343; Elliot, Journal of Federal ConventioD, 345. See atel 
croft. History of tlie UnitiHi States, VI. 301; Curtis, History of the OonsUtntlOB ol 
United States, II. JHU-SUO, 3]8 et soq. The necessity of this action Is fordkily 
Hamilton's discussion of the subject in The Federalist. XXX. 
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CHAPTER IV. 
REVENUES OF THE GOVERNMENT (Concluded). 
(Z>) Miscellaneous Revenues, {E) Total Revenues, 

BIBLIOGRAPHY. 

Adams, H. B., Maryland's Influence upon Land Cessions to the 
United States; Bayley, History of the National Loans; BoUes, 
IHnancial History of the United States^ I. ; Donaldson, The Public 
Domain; Doniol, Histoire de la Participation de la France d 
FJ^iablissement des ^tats Unis; Elliot, Funding System; Barrett, 
Evolution of the Ordinance of 11^1 \ Bastable, Public Finance; 
Ely, Taxation in American States and Cities; Fiske, Critical 
I^Briod of American History; Gallatin, Writings^ III. ; Hale, Frank- 
lin in France; Jefferson, Works, 11, ] Journals of Congress, 1775- 
1788; McMaster, History of the People of the United States; 
Pitkin, History of the United States; Reports of 1785 and 1790; 
Roscher, Finamwissenschaft; Ross, Sinking Funds; Sato, Land 
Question in the United States; State Papers, Finance, I. ; Sumner, 
Financier and Finances of American Revolution, 

(D) Miscellaneous Revenues, 

Besides the revenues already described. Congress derived 
no inconsiderable income from other sources of a miscel- 
laneous character. The amounts so received after 1781 can 
be ascertained from the Reports of 1785 and 1790. Before 
this date it is impossible to estimate with accuracy the re- 
ceipts from such sources. 

Before the formal treaty of alliance was concluded with 
pPrance, and before foreign loans were secured, the United 
jlStates received secret subsidies from the French govern- 
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ment, which was not as yet ready to show open hostility to 
Great Britain. Under the guise of commercial transactions, 
military supplies were shipped to the United States through 
Beaumarchais, a secret agent chosen for this purpose. In 
this manner 2,000,000 livres was advanced by France and 
1,000,0<X) by Spain,* as gifts from those countries. Also 
Beaumarchais, on his own account, furnished other sup- 
plies for which he was to receive payment by shipments of 
American produce. According to the account of Beau- 
marchais,' the total value of the supi)lies furnished vas 
6,274,000 livres of which amount the sums ^iven by the 
French and Spanish governments must constitute apart. The 
munitions of war obtained in ths way were of the greatest as- 
sistance to the American cause. Later on France made 
additional grants of 8,000,000 livres through the agency of 
Franklin.' These gifts, together with the loans that were 
secured in that country, make the total sums of naoney fur- 
nished by Prance amount to $8,167,000. The entire account 
of these foreign subsidies stands as follows:* 

Gifts from Prance ?il,8l5,000 

Gifts from Spain 181,500 

Total gifts *1,996,500 

Supplies through Beaumarchais for 
which payment was made 592,000 

*2, 588, 500 

In 1776* Congress voted to establish a lottery. This was 
an expedient which was common enough in the colonies,' 
and which was still employed by European countries.^ 
Prom this scheme something was realized; but, although 

1 See Bayley, 809, 804. 
•SeeBayley, 303. 

* See Bayley, SOI. 

«See Bayley, 803-^04. On this entire subject see also BoUes, 1. 221-2-27; Sumner, L 
VIII; Pitkin, I. cbapt. X, also U. 511-518; Bayley, 299-804; Doniol; Hale. 

* November 1, IB, 19. 

* See Ely. Taxation, 41, 113. 
^ Bee Bastable, Public Finance, 215, 216; Roscber, Finanzwisaenscbaft, lee. 80 
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we have no means of determining the exact receipts, we 
may be sure that they could not have been considerable.* 

On account of the character of the government under 
the Confederation, no considerable revenues were secured 
from such sources as fees, fines, forfeitures, etc. In the 
Journal of Congress for May 10, 1780, there is a resolution 
concerning' certain fees. The ordinance of October 18, 
1782, regulating the post oflBce establishment, provided for 
certain fines and forfeitures. But such provisions could 
have had no financial significance. During the war large 
amounts of property belonging to the loyalists were con- 
fiscated; but this was done under the laws of the individ- 
ual States, and need not be discussed in a sketch of the 
national finances. 

In the case of the Continental post office there existed 
revenues that may properly be termed fees, and some at- 
tention should be given to the financial aspects of this 
branch of the public service. Previous to 1774 the colonial 
post office had, under the administration of Franklin, be- 
come a source of revenue to the Crown. ^ The Continental 
Congress in 1775^ established a general post, and ap- 
pointed Franklin postmaster general. The fiaancial policy 
of Congress in regard to the post office was not clearly 
shown at this time. Franklin was to have charge of the 
revenues and disbursements of the department, and was 
instructed to turn any profits or gains from the post over 
to the Continental treasurers. 

Article IX. of the Articles of Confederation gave to Con- 
gress the exclusive power of "establishing and regulating 
post offices from one State to another, throughout all 
the United States, and exacting such postage on the papers 
passing through the same as may be requisite to defray the ex- 

1 See Smnner. 1. 101-102; BoUes, 1. 48, 49, 105, 106. ^ 

'Ontbesabjectof the post office see McMaster, History of the People of the United 
States, 1. 89-48; Ihtaiie's edition of the Laws of the United States, 1. 649, especially for the 
Bevolotlooary period; article " Post,'' in the American Cydopeedia, ZUL 
> July SO. 
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dlf£c-ilt- Up to 17^0 tie pos: s^^zls jo hive beer, op^nad 
a: ft lo^s. ::: spite of varlo-is attez: pts of Congress jO :«r:- 
.avs postal charge? ar.d :i.e exT:-5L^e5 of the establish^ett 
II 17tL' - ar: 2ict -^as passed reziocelinfi' the deparraienu 
atd ftho^iLg clearlT ^^rha: the pollcv of the govemsiflns 
T^aii to oe. As.7 prof ts accruicg frox the post o£ce a 
t'ne f -ture ▼ere to be t-med over to the treas'izrer of the 
Mi^AhA States, until the suais of money heretofore id- 
vanced. or wriicb s'nall be hereafter advanced br the United 

States, for the support of the general post office 

shall oe repaid. After these existing deficiences should 
\Ai rtiiide ^ood. all future surpluses were to be appropri- 
ated and api>Iied to the establishoient of new post oiBcei 
arid the support of packets, to render the i>ost office de- 
partment as extensively useful as may be. " Any defici- 
encies were to be made good by the United States. 

In 17r3 the accounts of the government show a sorplns 
of ffl,f}L'i, paid over by the post office to the general txm- 
ftury.* After that date a surplus appears each year, wiA 
the single exception of 17^5. The total amount thus re- 
ceived up to September, 17^9, was *1S,000. It would seem. 
therefore, that the deficiencies previous to 1782 must hare 
equalled, or even exceeded, that sum. Evidently, Con- 
gress did not consider it a violation of the Articles of Con- 
federation to derive a profit from the post office, provided 
that any such surpluses should be used for rendering thiB 
department "as extensively useful as may be." Tbn 
while the Articles renounced the attempt to derive a re?- 

i TliUi U th« rli»w ulMo by Bancroft. Bee History of the United States. V. Mi, 
«Oct/ilmr IH. 

• Kepfirt of 1700. BaDken* 3XaRazIne. 1800, 581-^1. 
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enue from this source, Congress designed to extend the 
usefulness of the postal establishment. 

Prom the accounts of the government after February, 
1781, we can derive exact information as to the sums re- 
ceived from various other sources of the most miscellaneous 
kind. ' Prizes taken at sea, booty from the surrender of the 
British at Yorktown, sales of public property, especially 
at the close of the military operations, commercial trans- 
actions undertaken by the government, interest on bills of 
exchange, balances of accounts due from individuals, and 
some other minor items brought in no inconsiderable 
amounts of money. The total receipts of this character 
were as follows : 

Prom Peb. 20, 1781, to Jan. 1, 1784 $856,302 

Prom Jan. 1, 1784, to Sept. 12, 1789 338,568 



»1, 194, 870 



A final source of revenue must be mentioned. When the 
States ceded to C!ongress their claims to the northwestern 
territory, the general government came into possession of 
a magnificent public domain of more than a quarter of a 
million of square miles. ^ The financial significance of this 
domain was perceived at an early period. It is mentioned 
as a "fund to raise money on, " and Congress proinised the 
soldiers land bounties.' Gradually the idea developed that 
the public debt might be paid out of the receipts from 
sales of the lands, and Congress determined to devote the do- 
main to this purpose.^ Pinancial considerations, prompted 
by the urgent needs of the treasury, seem to have shaped 
the i>olicy of Congress in throwing the domain open for 
settlement. JefFerson indulged in the most reckless and 

1 See Report of 1790; also Sumner U. 12(^128. 

*Ontliisfabjectof land oeaslons, see Donaldson, The Public Domain; Adams, Mary- 
land*! Influence upon Land Cessions; Sato, The Land Question in the United States; Barrett, 
Xrohition of the Ordinance of 1787. 

* Barrett, Ordinance of 1787, 5. 

* Dooaldion, Public Domain, 196>7; Barrett, Ordinance of 1787, 4-5. 
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,!': .ar-dsj ;:; Vj Jar-iarr. 17>!. as ^1.1"'!. J!» T^^is woxd 
c^^iff; It s^i^riL that tie a2:o::i:t statei 07 Haziilio:: mus: be 
-r. ferHir.hr t/^r*. zLikd^ up of tie y^aT-ents for the lands. 

'IVo otf.er features of tie p'/.icj pursued by Congress in 
rhtr^rfi v^ the donain deserre consideration. The ordi- 
L'AT.f'ji of May 2;. 17-;5. made provision for the mode of 
&i%lffA\us: oi lar.ds it the Tvestem territorv. Bv this act 
one Mj'rtloL of the land of each township fornied in the 
X/Hrr'.Vjry was reserved for the maintenanie of public 
hf:hfxAH within the said township." Besides this magnifi- 
cent endowment for educational purpDses. Congress also 
jtrovUhal tor the retention of a portion of the domain in 
the hand.H of the general goverrment. In this particular 
f ijliire Con^res.ses might have learned much from the de- 
Hpimd (y'ongress of the Confederation. The ordinance 
of ]7<i reserved a certain amount of land in each township 
" for future sale, " al.so " one-third part of all gold, silver, 
lead and copper mined, to be sold, or otherwise disposed 
of fis f'ongrehs shall hereafter direct. ' It is a matter for 

I Work*. II »V 

> H-f lt<#M. Hlnlclfiiir Kitii'N. '^t-'!^: lUAlt^n, I. 35C, 3j7. 

■ »^ifiri. I'fiiNTii. Fifinrifw, I. -S; Klllot, M. 

* \SiiiliU«. III. Ui 
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regret that an equally cautious policy was no: followevi in 
the subsequent disposition of the public domain. 

From all these sources, it would seem, the national treas- 
ury must have derived, between 1775 and the first of 17:»4. 
at least the following incomer- 
Gifts from France and Spain ?l.y&0.r^'>3 

Prizes, booty, sales, commercial transac- 
tions, etc S56.o02 

Between 1754 and 17^9, receipts of a miscellaneous char- 
acter amounted to ^3S.50"^. while the sums derived from 
the public lands enabled the government to cancel at least 
;?960,915 of the public debt. Thus for the whole i^eriod the 
entire miscellaneous revenues were as follows : 

Prom 1775 to Jan., 17S4 >52>:i2>0i 

Prom 1784 to Sept.. 17S:* 33?,50"? 

Public debt cancelled through receipts 
from lands 960,915 

Total ^4.152,255- 



(JE:) Total Revenues, 

On the basis of the results already obtained, the total 
income of the government for these fourteen years may be 
estimated approximately as follows: 

{A) Revenues from 1775 to end of 1783. 

Rdoslpts f rorn pAper mon^yt 8M p. 186 $37. 900, 000 

Itooelptfl from domestic loans, see p. 148 ll.5S5.50-3 

Receipts from forelsn loans, see p. 147 7,830,517 

Beoeipcs from taxes, see p. 168 5,703.0iX) 

Misoellaneous receipts, see p. 171 2.H.v;!,A>'2 

Totalincome SOj.mW.S-^ 

Obligations outstanding, see p. 141 lti.70S.000 

1 From tbis tbere bave been omitted the supplies receiveJ from Beaumarcliais, for nhich 
payment was made. These amounted to SS92, 000. See p. 166. 
* This amount includes the sum of |1S,C00 received from the post-ofHoe after 178:). 
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If we add to this table the State debts of $18,271,000 we 
are able to account for the entire cost of the war as esti- 
mated on page 180. 

(B) Revenues from 1784 to Hamilton'9 setUement of accounts, 

Beoeipts from taxes in specie, see p. IM fe,OGS,tiS 

Receipts from foreign loans, see p. 148 2,96,000 

MifloeUaneoas receipts, see p. 160 888,50 

Total receipts in specie t4,607,eH 

Beceipto from taxes in indents, p. 164 2,871,154 

Public debt cancelled through receipts from lands, p. 170 960.915 

Total receipts |8,0»,;tt 
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CHAPTER V. 



EXPENDITURES OF THE GOVERNMENT. 



BIBLIOGRAPHY. 

American State Papers^ Finance^ I. and V. ; BoUes, Financial 
History of the United States, I. and II. ; Circourt, Eistoire de V 
Actiofi Commune de la France et de VAmerique; Diplomatic Cor- 
respondence of the American Revolution^ VI. ; Elliot, The Fund- 
ing System; Gallatin, Writings, III. ; Hildreth, History of the 
United States, III. ; Jefferson, Works, IX. ; Journals of Congress; 
Report of 1790; Sumner, Financier ana the Finances of the 
American Revolution. 



It is extremely difficult to present any satisfactory state- 
ment of the expenditures of the United States during the 
period which we are discussing. We have none of the ac- 
counts of the government previous to 1781; and, after that 
date, the money expended in Europe is not included in the 
statement of treasury transactions. Moreover, the data 
which we are obliged to use are in some particulars con- 
flicting; while the difficulty of ascertaining the specie 
value of the Continental paper money still further compli- 
cates our task. 

Prom the point of view of expenditure, these fourteen 
years divide naturally into two periods. Prom 1775 to the 
end of 1783 the expenses of the government were on a war 
basis. After that time the war expenditures ceased, but 
Congress was obliged to carry the burden of a large do- 
mestic and foreign debt. 
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Section I, — Expenditures from 1775 to end of 1783. 

Estimates of the cost of the Revolutionary War vary 

widely, both in methods and results. In 1786 Jefferson 

made the following computation:* 

Specie value of the Continental cur- 
rency ^6,000,000 

Specie value of the State currency 36,000,000 

Federal debt 43,000,000 

State debts 25,000,000 



Total $140,000,000 

Mr. Hildreth has estimated the cost very differently:' 

Bills of credit ^70,000,000 

Raised by States through taxes and re- 
pudiated State paper 30,000.000 

Federal debt 44,000,000 

State debts 26,000.000 



• Total ?170.000,000 

More valuable than either of these estimates is the fol- 
lowing statement ^ prepared by Hamilton at the request of 
Congress in 1790: 

{A) Transactions at the Treasury, 



Bills 
of credit. 



1775 ODd 1776, 



1 



1 1 1 



1778. 
1779. 



1780*. 
1781. 



1782. 



17»3 



Total*. 



|;S0.0e4.666 
26.430,333 
66,065.260 

149.708,856 
82.908.820 
11,408.095 



1357,476.541 



New 
emissions. 



$891,886 
1.179.S40 



12,070.485 



Total 



84,981. HI 



10. 
8,000,00 

8.88iniS 

l»i.lMr.iB 



1 Workm IX. 259. 200. 

< History of United States, ni. 445-44S. 

s See Elliot, 10. 11; also Sumner, II. 132, 133. 

* In this year the finances were restored to a specie basts. 

* We have omitted Hamilton's figures for 17i4, which fall outside of thla 
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(B) Total Expenditures, 



Expenditures at the treasury 

Outstanding certificates of indebtedness . 

Expended in Europe 

State debu 

Total cost of war 



191,937,168 

16,708,009 

5,000,000 

21,000,000 



$134,645,177 



In this statement Hamilton has undoubtedly followed 
the best method of computation. Jefferson left out of his 
estimate the receipts from taxes, while he overvalued the 
State issues of paper and the State debts. Hildreth over- 
estimated the bills of credit. Hamilton's figures of the 
transactions at the treasury are too large, for he followed 
the official scale of depreciation adopted by Congress, 
•which did not show the full amount of the depreciation.' 
If this one item could be corrected, however, his estimate 
-would be very close to the truth. 

The accounts of the expenditures at the treasury from 
1781 to 1784 are given in the Report of 1790. '^ For these 
years also there are the estimates of the necessary expen- 
ses of government which were presented to Congress; 
also the appropriations made for 1782 and 1783.^ The ad- 
joiDing table presents these statements. In it are included 
Hamilton's figures* for the same years, since the Report of 
1790 includes only a portion of the year 1781. It is inter- 
esting to notice how far the appropriations of Congress ex- 
ceeded the actual expenditures which the government was 
able to make. 



Estimates 
and appro- 
priations. A 



1781. 

1788 

1788. 



$16,213,000 
$S,000,000 
$6,000,000 



£xpendi> 

tures in 

Report of 

I7y0. 



11,054.215 
$3,632,745 
$3.S86.588« 



Hamilton's 
statement. 



$U 94:2.465 
$3,632,745 
$3,826,683 



1 See pp. 188, 188. 

-* BftnlMn' BfiKasine, 1860. 581-584. 

« See JoanuOs of Coofrress for April 18, 1781; Oct. 30. 1781; Oct. 16, 1782. 

^ Bee Elliot, Funding System, 10. 

* BsKlusive of arrearages and interest on debt. 

« Exchisiveof anticipations and repayments therefor. 
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The Report of 1790 does not include much of the money 
expended in Europe for foreign representatives and interest 
on the foreign debt. The items of expenditure given in the 
Iteport between February 20, 1781, and December 81, 1783, 
are as follows:' 



Expenditures. 



For the PresideDt'g household. 

Ezpeuses of Congress 

Treasury department 

Foreign office and officers 

War department 

Total civil list 



Army 

Marine 

Pensions, annuities and grants. . . 

Indian affairs 

Contingencies and miscellaneous.. 

Payments of old accounts 

Repayments of loans, etc 

Repayment of anticipations of 1782 
Total expenditures 



Balance 

Payments in excess of receipts 



Feb. 90 to 
Dec. 81,1781. 



14,197 

4,181 

8,091 

928 

2,958 



115.801 



1484,852 

87,606 

8,909 

121 

41,089 

115,196 



S747,590 



1782. 



1788. 



11,470 
14,080 
40,887 
45,614 
13,968 



1124.541 



16.151 
48,97 



18.101 



127.M 



$2,158,361 

182,986 

4,469 

66S 

14,130 

188,966 

1,018, 771( 



83.682,745 



8,911 

titt 
n,m 

98iW 



|8,a08,Ml 



$306,624 



880,860 



WK^ 



Following the method employed by Hamilton, and xuB&Lg 
the best materials obtainable, the following estimate has 
been made of the cost of the Revolution. In this the 
main effort has been to avoid the error made by Hamil- 
ton in overestimating the specie value of the expenditures in 
currency at the treasury. For this purpose separate 
tables are devoted to the years when the treasury transac- 
tions were carried on mainly in currency, and to fhose 
which followed the resumption of a specie basis early in 
1780. 



1 We have excluded the column of cents from all except the totals. 
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In the following table are given Hamilton's estimate of 
the specie value of the total treasury transactions from 
1775 to 1779, and his statement of the advances in bills 
of credit up to the year 1781/ Beside these figures are 
placed the amounts of paper money which, as ascertained 
by the result of these investigations, were received by the 
government from issues of bills of credit,^ from domestic 
loans,' and from taxes/ It will be seen that the total re- 
ceipts from these sources correspond very closely with 
Hamilton's statement of the amount of expenditures in 
currency. We may be certain that, from 1775 to the end 
of 1779, these advances of paper money represent substan- 
tially all of the transactions at the treasury, because the 
receipts of specie during that period were extremely 
£niall.'* 



HaMILTOK^S E0TIMATX. 


Author's Estimate of thb Receipts ix Bills 

OF Credit. 




Total tnnsao- 

tiODs in specie 

value. 


£xpeoditiire8 

in bills of 

credit. 


Emissions of 
bills of credit. 


Taxes. 


Domestic 
loans. 


1T75 A 1TT8 


190. 064. 666 


$20,064,666 


$25,000. 000« 












1777 


|34,S66.646 


$86,426,888 


$18,000,000 


First requisi- 
tion Nov. 'J2. 


To Sept.. 1777, 
$3,787,000 


1778 


$24,280,488 


$66,065,269 


$03,500,000 


Receipts only 

$8,000,000 to 

Sept. 1779 , See 

JouTh Sept. 13. 


Sept. 1777 to 

March, 1778, 

$3,45^,000 


1779 


110,794,690 


$140,708,856 


$140,000,000 




1780 




$82,908,820 




$51,667,000 








After March, 
1778, 
$59,830,000 


1781 ... ... 




$11,408,095 










TMal.. 


$80,195,870 


$857,476,541 


$241,500,100 


$54,667,000 


$67,076,000 




Total, $363. 24»,000 



i8MXUiot.l0, 11. 

> See p. 180. 

s See p. 148. 

«86ep.l06. 

• 8m p. 117; atoo EUlot, 10. 

«11ia|S,000;000aatliorixed In December, 1776, was expended lo 1777. 
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Now, since this account of the receipts of the gOTot- 

ment from the issues of paper, from tajres, and fromloiB 

agrees substantially with Hamilton's statement of the ex- 

penditures in currency, it will be ]30ssible to correct tli 

error in Hamilton's estimate of the specie value of thea 

advances at the treasury. We have already ascertained thi 

value of these receipts, as follows: 

Receipts from ])aper money * *37, 600,000 

Receipts from taxes in bills of credit '^ . . 1,&56.000 
Receipts from domestic loan in bills of 

credit of the old emission ' ll,472,Oi)0 

Si)ecie value of total receipts in 
bills of old emission,' i?51, 128,000 

This estimate of the specie value of the bills of credit r 
ceived at the treasury represents nearly all of the ezpenc 
tures of the government up to the end of 1779. But it al 
includes the sum of s94,316,0<XI • of bills of the old emi 
sion expended in 1780 and 1781, after the finances were i 
stored to a specie basis. The specie value of these bi 
must be deducted from the estimate of the total expenses 
paper money, in order that we may ascertain the expenc 
tures in specie from 1775 to 1779, inclusive. The depreci 
tion" of the currency had gone so far by January, 1780, th 
one dollar of paper was worth less than three cents. ] 
the beginning of 1781 the rate of depreciation was a 
hundred to one, and perhaps even more.' We shall, thei 

IS«^ pp. \M, 
■^ Sw p. 15M, 
3 See pp. 143. 

* Id PHtiiiiatiDK th« t^jtecit^ value of the paper money care was taken not to niinwlliii 
it. Wbati'ver error exists in the estimate la undoubtedly one of undervalnatloo. In 
cane of the receipts from taxes and from domestic loans It has been shown that the wpi 
Talue Las l>eeD overestimated throuf^h following the scale of depreciation ftahltiheil 
Contfresfl. It follows, therefore, that in the al>ove table whatever error of underrahiafe 
exists in the first item is i>artially, at leastv. couDterbalanced by errors of ormrwtduatki 
the hecond and third items. The errors in the table, then, are not cunoulatire; 
total et^tlmate must approximate the truth very closely. 

^ Kee table above presented, p. 177. 

• See p. isa. 
f See State Papers, Finance. V. 7GG-774. 
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Core, not over-value the sum spent in those years if we as- 
Bi|^n to the paper expended in 1760 a depreciation of fifty 
•io one, and to that advanced in 1781 a rate of one hundred 
to one. The result of such an estimate is as follows : 





Amount. 


Rate. 


Specie value. 


CSmrency expended in 1780 


182.908,000 
11,408,000 


Ito50 
1 to 100 


81,658.000 
114.000 


Cairency expended in 1781 






Total 


$94,816,000 


$1, 772. 000 





Deducting, therefore, ?1, 772,000 from the previous esti- 
mate, we get §49,356,000 as the specie value of the paper 
money expended at the treasury previous to 1780. 

During these years the only sources from which the gov- 
ernment could have derived any revenues other than those 
included in this estimate, were the foreign loans and sub- 
sidies. But the sums obtained from loans prior to 1780 
were less than a million dollars;^ and much of this may 
have been expended in Prance without passing through 
the treasury. The amount of the gifts received from 
Prance and Spain was $1,996,500.^ A large part of this 
was received later than 1779, while a considerable portion 
was spent in Prance in purchasing military supplies. 
Therefore, although it is impossible to determine what 
sums of money came into the treasury from these sources, 
we may be certain that the amount was not large ; and that 
the transactions in currency represent practically all of 
the expenditures at the treasury during these years. 

The money expended at the treasury from 1781 to 1783 
is stated by Hamilton as follows :^ 

1780 $3,000,000 

1781 1,942,465 

1782 3,632,745 

1783 3,226,583 



Total $11,801,793 

1 See p. 147. 
•8eep.lM. 
•8ee]!aUot,10. 



180 BULLETIN OF THE UNIVERSITY OP WISCONSIN. 

The amount stated for 1780 is evideDtly a mere estimate, 
and gives evidence of the confusion that existed in the ac- 
counts of the treasury. The figures for 1782 and 178S 
agree with those found in the Report of 1790.' 

The final estimate of the cost of the war is given in the 
adjoining table. 

Expenditures at the treasury in sx>ecie value: 

1775—1779 $49,356,000 

1780—1763 11,801,000 

Total $61,157,000 

Expenditures in Prance^ $5,000,000 

Outstanding certificates of indebted- 
ness' 16,708,000 

State debts' 18,271,000 

Total expenditures $101,136,000 

In this statement the Continental bills of credit hav^ 
been estimated at $37,800,000. If, however, we value th^ 
paper money at $41,000,000,* we must increase slightly ^th^ 
estimate of the cost of the war. Thus the total exi>endi^ 
tures may be placed at from $101,136,000 to $104,336,000 ^ 

With these figures it is interesting to compare th0 
amounts expended by France and England in the prosecu- 
tion of the war. In 1782 Vergennes told Lafayette thai 
Prance had already expended 250,000,000 livres.* The 
comptroller of the Prench treasury placed the yearly cost 
of the war to Prance at 60.000,000 livres.' Prof. Sumner 
considers $60,000,000 a fair estimate of the amount which 
Prance expended directly for the American cause. ^ Sir 
John Sinclair states that the English debt increased dur- 

1 See p. 175. 

< As giren bj HamiltoD. See pp. 144, 147; Elliot* 10. 

* Hamilton glres these as ftl 000,000, foliowlng the amount girtn in the fimdbif act. But 
when finally adjusted these debu amounted to only |1S,271«000. See p. Itf ; also QaOaftte, 
Writings, in. Sketch of Finances, tabid XV; also BoUes, IL 87-99. 

« See p. 186. 

* Pip. Correspondence, VI. 470. 
•Circourt, ra. IW. 

"> Financier and Finances, IL 133. 
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ing the American war more than £ 121,000,000.* Prom this 
the government received £97,815,324 after deducting dis- 
counts and bonuses. Wilson estimates the cost of the war 
at £119,000,000,^ and places the discounts and bonuses at 
thirty per cent. It seems clear that the sum spent by 
England largely exceeded the combined expenditures of 
France and the United States. 



Section II. — Expenditures from 17 8 U to 1789, 

A heavy burden of indebtedness, entailing large annual 
charges for interest, hung over the Confederation at the 
opening of 1784. As nearly as can be computed this debt 
stood as follow^ : 

{A,) Foreign Debt. 

Principal of French and Dutch loans* J7,830,517 

Balance for supplies ^ S4,889 

Arrears of interest lo 1784 * 67,087 

Total |7.d81,88d 

Annual interest charges * |375,(»00 

Amount overdrawn * $850,000 

(B.) Domestic Debt.'' 

lioan office debt* $11,585,000 

Outstanding oertiflcates of indebtedness, unliquidated * 10,708,000 

Total principal $88,208,000 

Arrearsof interest to 1784 1« $8,109,000 



ADnual interest charges 11 $1,500,000 

Fftyments orer receipts during 1788 1< ... $280,200 

1 History of the Public Rerenue. third edition, I. 471. 
> The National Budget, 86. 

• See p. 147;al8aBa7lej, 466. 

• See Baylej, 325. 

• See Journal of Congress, April 5, 1784. 
•Seep. 147. 

^ Compare this statement with Journal of Congress, April 5, 1784. i 

•Seep. 148. 

•8eep.l44. 

' • As nearly as can be computed from Journal, April 5, 1784. 
" TiM eatimatet of interest vary from year to year as stated in the Journals. 
i*8m Baakera* Magazine, I860, 583; Report of 1790. 
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During this period, the inability of the government u 
meet its expenses led to an increase of the foreign indebted 
ness. Also the arrearages of interest on the domestic deb 
continued to accumulate, so that the year 1769 showed i 
great increase in the public debt. 

The appropriations made by Congress for the runninj 

exjienses of the government from 178-4 to 1783 possess cod 

siderable interest. In round numbers they were as follows: 

For service of 1784 ^57,(») 

For service of 1785 404,003 

For service of 1786 446.0)0 

For service of 1787 417.000 

For service of 1788 826.OO0 



Total *2,O5O,000 

The adjoining table presents an analysis of the objects ol 

expenditure included in these appropriations : 

For the civil list' *631,000 

For the army and navy ^882,000 

For Indian expenditures 891,000 

For geographer's department $22,000 

For pensions $146,000 

For contingencies $279,000 

From the Rei)ort of 1790 we are able to ascertain tti 
amount of money actually exjiended by the United 8tita 
at the treasury from January, 1784, to September 12; IM 
The adjoining table shows these expenditures which luil 
been classified under the four heads of repayments of ■ 
ticipations on the revenues, payments for the ordinaiyiv 
vice of government, payments for foreign interest^ ftodlNf 
ments for interest on the domestic debt. These domestia i^ 
teres t payments were made by drawing in throug^h tazei fli 
indents issued for arrears of interest. The repayments of ■" 
ticipations have been separated from the other expenditoHt 
in order to avoid the error of counting these items twkh 
Of course the anticipations existing on January 1, 1784, 

1 See Journals of Congress for each year. 
* For use of this term, see p. 212, note 6. 
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be included in the total expenditures of this period, since 
they formed a deduction from the revenues of 1784. 

Expenditures from 1784 to September 12, 1789, at the treasury. 



1784 

1785 

1788 

1787 

1788 

1789 (to Sept. 12.)... 



Beparmenta 
or amlcl- 
paiioos. 



$314,183 



S9,5n 
105,815 
1T4.193 



Ordioaiy 
service of 
^vtuiimeDC. 



$5»,3d9 
380.613 
381,596 
a37,784 
397.364 
157,986 



|:t.l68.6«<S 1 



IntereKt on 

foreijj^n 

debt. 



Interest on 
domestic 

debt paid In 
indents. 



$309,874 
75,000 
81,992 



$38 895 

870.257 

1.053,999 

90.721 



$316,866 49 $1,553. 873 96 



Balances in 

treasury or 

deficits. 



+ $18,440 
+ $41,902 

— 59,571 

— 106,815 

— 174,189 

— 189,906 



A comparative table of the receipts and expenditures at 
the treasury during the years covered by the Report of 
1790 gives the following results: 



ExpcafBrruaxs. 



Ifi Specie^ 

jMiticipations previous to 1784 $814. 183 

%B i l i ce of government 2,163.685 

XiBfierest on the forei^ debt. 816.866 

Total in specie $2,794,734 

11,614 

Jn IndentM, 
on domestic debt $1, 563, 873 



RSCETPTS. 



Jn Specie, 

From taxes .)!. 945,1 

From bills of exchange 883,117 

From mlsoellaneoiu sources 888,000 

TotalinKpecie |2.616,44S 

Deficit on Sept. 12, 17d9 189.906 

$2,806,84$ 

In Indent*, 

From indents .$1,541,168 

Error in accounts of year 1788 12.00f 



r The error of $11,000 in the account of the specie trans- 
' actions does not effect the general accuracy of this table. 

iTliis indodns $35,825 spent in 1787 expressly for the foreign serrice, also some Teiy small 
expended tor sa..aries of foreign ministers. 
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The most careful examination has failed to show wh 
discrei)ancy has crept in. It may be due to slight 
or confusion in the original accounts. In the case 
indents there is certainly an error in the accounts f( 
as the Report states that ^^IS.OCH) more indents wei 
celled in that year than appear to have been paid ii 
treasury.* All the items included in this table und 
head of expenditures have been taken from the tabl 
immediately precedes. The account of the receip 
been taken from this same Report of 1790, and th 
vidual items have been already given in the earlier el 
of this work. 

The greater part of the European expenditures 
government does not appear in this statement i 
treasury transactions. The only items so included \ 
payments for interest on the foreign debt and 
thousand dollars which are mentioned in 1784, 171 
1787 as expenses belonging to the European service 

But we have a report presented to Congress in 
which gives among other things a statement of 
ceipts and expenditures in Europe from January ] 
to April 1, 1763. In most particulars the figures < 
report agree with the report of 1790, and from it hi 
compiled the following statelnent of the financial t 
tions in Europe during this period. In one or two 
Bay ley's Hist9ry of the National Loans has fumishei 
tional materials. In this way an almost complete sea 
the foreign transactions has been secured up to A 
1788. Care has been taken to exclude any items 
penditure that may appear also in the accounts 
treasury. 

» S«?e Baoker'H Magazine, im-i, .>ii. .va'. 
' Journal of CoDf^res^, S'fjpt. '>\ i:*"^. 
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1 vxpenditures not inclutied in table of expendilure^ at tlie 
treasury. 



p 


HS' 




ro'Jur4.?J 


"Hs 


'sB 


irMMApriLiTSs... 


SMO.OW 


t67.m 

481.518 


a»,«4 


t4n,Ba» 
8g.4»l 












ffflO-flCW 


fMO.a'H a) 


Ism.taoSB 


|1i^.054 »> 


ji.ssr.sso 89 


Biluw Id fsTOr of 
'^'H. 8, April 1, 










^.307 so 



These expenditures in Europe were met by the proceeds 
of the foreign loans, and by a few small receipts from mis- 
cellaneous sources,' It must be remembered that from 
these same revenues came also the ?333,117 that was 
^mwn into the national treasury bj- bills of exchange.' 
The sums derived from foreign loans up to the end of 1783 
^nioiinted to i?l. 896.000,' a portion of which was received 
^ler April 1,' the date given in the Journal of Congress. 
The statistics already presented do not include any pay- 
"leats of foreign interest after April, 1786. Up to that 
time the payments had amounted to ifS66,252, of which sum 
*3l6,?66'- had come from the national treasury, and 8549,3S6 
I'M been drawn from funds held in Europe.' But pay- 
"Cents were made after that date, as is shown by Hamilton's 
Repon on the Public Credit. In an indirect way we may be 
able to ascertain the expenditures tor foreign interest up 
to the end of 17S9; 
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Foreign interest accruing in 1784, 1785, 

1786, 1787, 1788» «2,176.o53 

Foreign interest accruing in 1789* 542,599 

Total interest accruing, 1784-1789.. S2, 719,152 

Arrears of interest to end of 1789^ 81,640.071 

Arrears of interest previous to 1784*.. . 67,037 

Arrears between 1784 and 1789 81,573,034 

Interest accruing 1784-1789 82,719,152 

Arrears of interest, 1784-1789 1,573,034 

Interest payments from 1784 to the 
end of 1789 81,146,118 

We have seen that the payments up to April 1, 1788, 
-were §866,252. Therefore, the amount expended for that 
purpose between that date and the close of the year 1789 
would appear to be ?279,866. This could have been met 
from the receipts from foreign loans after April, 1788, 
which were as follows :* 

Balance of loan of 1787 S^,000 

Loan of 1788 4OO,'000 

These amounts would be sufficient to meet these interost 
payments and leave a balance of ^186,134, to which should 
be added the balance of 822,307 existing on April 1. 1768.* 

On the basis of the results already obtained there has been 
prepared the following table of the approximate receipts and 
expenditures during these closing years of the Confeden- 
tion. 

I Journal of Congress. Augrust 'JO. 1788. 

» Report on Public C^redit. State Papers, Finance, I. 32. 

• Report on Public Credit. Stat*» Papers, Finance, I. 20. 

• Journal of Congress, April 5, 17H4. 

• See Bayley's tables of the quarterly issues and redemptions of these loans, InbtoHMoiT 
of the National Loans, 397. 

•See p. 185. 
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Expenditures, 1784-Sept„ 1789. 

Domestic expeD<i{tnr^s, excludinfc 
int*fre8C on foreii^n debt, see 
p. 183 $2,477,868 

Foreign expenditures, excluding 
interest on foreign debt, see 
p.185 808,293 

Interest on foreign debt, see 
p. 186 1,146,118 

Total specie expenditures $4,482,279 

Unexpended balance of foreign 
Joan, see p. 186 Indefinite 

Domestic interest redeemed in in- 
dents, see p. it>i $2,371,154 



Domestic debt cancelled by sales 
of public land, see pp. 170, 171. . . $960, 915 



Revenues, 1784-Sept., 1789. 



In Specie, 

From taxes, see p. 164 $1,946,826 

(This excludes the $117,000 
credited by Hamilton after 
September, 1789.) 

From foreign loans, see p. 148 2, 296, 000 

From miscellaneous sources, see 
p.169 888,568 

Total revenues in specie $4,679,898 

Deficit in Sept., 1789, at the na- 
tional treasury, see p. 188 189, 906 

From taxes payable In Indents, 
see p. 164 $2,871,154 

Obligations paid in for public 
Iand8,p.l70r $960,915 



These transactions may be summarized in the following 
manner: The expenses of government, domestic and for- 
eign, had been about ^,476.067, of which amount $189,906 
remained unpaid on September 12, 1789. The principal 
of the domestic debt had been decreased $960,915 by the re- 
ceipts from the public lands; while the arrears of interest 
had increased from $3,109,000^ to $11,493,858 at the end of 
1789,' in spite of the fact that $2,371,000 of indents had 
been drawn in by taxes. The principal of the foreign 
debt had increased from $7,830,517' to $10,098,707,* while 
the arrears of foreign interest had grown from $67,037 * to 
$1,640,071 • at the end of 1789. 

iSeep. 181. 

* See p. 145, note 5. 
'Seep. 161. 
«8eep. 148. 

* See p. 181. 
•Seep. 148. 



« 






P.VST 



TEE FORiLiL ORDERLVG OF THE FIX^vces. 



CHAPTER L 

THE ADMI.VTSTRATIOy OF THE FTXa^-c 



bibl:i»raphy 




Frartklin, The Life of Ak;r*jjtdtr H^nniltoh .- Pto'^-^-Wam^ * - . 

•""•'♦y* or the 
MnitHftchvteJtU JlUtorical Society. 15^32, 467: R.X)serelt, n 

r^e^/r Morris; Secret Jourunl of Con^jress. II. : Sparks. DirJ 
Corresj^rmdence of the Americort Rt volution; Sumner, /v 
ftr,// Finances of the Americiu Rtcoh.ition, AUxandtr Havnilt 
Hohert Mfyrris; Wharton, Ref^obttionary Dijdomotic Corre^vomd 
cnce of the United States, I. 



In the field of finance it is especially true that 
administration is as important as wise legislation, p^^ 
haps no department of governmental business preaenta 
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greater difficulties than are offered in financial administra- 
iioa;aud it was at this point that the Continental Con- 
ste&B committed some of its worst mistakes, and exhibited 
;lie greatest incompetency. During the larger part of the 
iieriod under consideration, the administration of the na- 
lional finances remained extremely weaii and hopelessly 
inefficient. 

The Congress of 1775 was hardly more than a consulta- 
''iry body, although compelled by the force of circum- 
stances to exercise certain functions that partook of a 
national character. When Congress assumed control of 
llie Continental army, issued paper money, and undertook 
'He direction of foreign affairs, the necessity of delegating 
executive powers was at once manifest. But it. is not at all 
strange that effective executive departments were not im- 
"mediately formed. First of a!!, the Congress was regarded 
w a temporary body, assembled for a temporary purpose; 
*Dd consequently no need for a permanent executive was 
*t first experienced. This was changed when independ- 
PDce was declared, but a serious obstacle yet stood in the 
^sy of the development of executive departments. It was 
through the royal ofBcials in the old colonial governments 
'W the oppression of Great Britain had been most seri- 
ously felt, and a widespread distrust of all executive 
power had grrown up in the colonies. This influence was 
strong in the Continental Congress, and it long delayed 
'"6 establishment of effective departments for the conduct 
**' the business of the government. Congress began by 
PsrceUing out executive functions among numerous com- 
mittees, but was soon forced to concentrate authority in 
'he hands of a number of boards. Prom these, in the 
Course of time, unified executive departments developed; 
■'ui we shall find this process to have been most difficult in 
'he department of finance, where the jealousy of executive 
authority seems to have been most marked. In this ab- 
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sence of a unified, responsible administration lay one im- 
portant source of financial disorders. 

In the development of the department of finance an ad- 
ditional difficulty existed. In this direction the experieutt 
of the colonies previously to 1775 had been extremely lim- 
ited. The financial transactions of the colonial goven- 
ments had been small in amount, and of a simple and ev«& 
primitive character. There were in America, therefore, 
no men skilled in the business of the financier; and it 
was necessary to commence at the very beginning ud 
gain the experience necessary to the establishment of h 
sound system of national finance. It is not surprising, 
therefore, that at the outset Congress was unable to se- 
cure an efficient administration. But there is no excusft 
for its failure to do so later on when the way had bees 
clearly ix)inted out, and it had found in Robert Moms u 
able financier. 

When the first bills of credit were issued, Congress q>- 
pointed two "Treasurers of the United colonies," tohsve 
charge of these funds. At the same time*, also, the 
colonies were requested to choose colonial treasnrezsL 
for the purpose, evidently, of collecting the monej 
to be raised for the purpose of sinking the emis- 
sions of paper. Two months later,^ some difficult 
having arisen concerning the settlement of certain ac- 
counts, a Committee of Accounts or Claims was formed, to 
"examine and report" on all accounts against the govern- 
ment. This committee adjusted accounts and reported to 
Congress the amounts due, whereupon payment wis 
ordered. Early in 1776,^ as the government's financial 
transactions increased in importance, Congress created a 

1 July li^t, 1775. Possibly South Carolina fiirnishetl a precedent for this appointiimt cl 
two treasurers. lu 1771 two Joint treanurers were appointed in that colony. 
Qovernineut of the CViooy of South Curolioa, -IG. 

atwpi. 'Jo. 

>Fvb. 17. 
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standing committee of five members to superintend the 
conduct of the treasury. This body was the nucleus from 
which the treasury department finally developed. The com- 
mittee was granted quite extensive powers. It was to 
examine the accounts of the treasurers, to employ proper 
persons for liquidating the public accounts, and to sui)er- 
intend the emission, of bills of credit. Such were the first 
steps in the development of a system of financial adminis- 
tration. 

This action was no sooner taken than expanding busi- 
ness necessitated an enlargement of the treasury establish- 
ment. The standing committee was authorized ^ to employ 
one or more clerks for keeping the public accounts, and to 
provide books and a suitable office for that purx)Ose. Then 
the Treasury Office of Accounts was established.' At its 
head was an auditor-general who was to superintend the 
clerks and assistants employed to keep the public accounts. 
This office was placed under the control of the standing 
committee of five, which was thereafter known as the 
Treasury Board.' During the following July* the Com- 
mittee on Claims was discharged, and its business 
turned over to the Office of Accounts. But special com- 
mittees were continually employed even after these addi- 
tions to the financial maiChinery of the government; also, 
from time to time, commissioners were appoiated to audit 
and adjust special accounts that were likely to prove diffi- 
cult to settle. Thus the structure of the department be- 
came more and more complicated. 

I>ater in the year Congress voted to resort to a domestic 
loan, and opened loan offices in each of the States.' The 
loan office receivers, besides securing loans and pay- 
ing out interest money, soon came to exercise other func- 

1 Feb. 28« 1770. 
• April 1. 

' In this year South Carolina placed its treasury department under the charge of three 
eommiflsloiiers. See Whitney, QoTemment of the Colony of South Carolina, 46. 
« Jidy 80. 
•Oct. 8, 1778. 
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lions. In 17S1 • Congress provided for the ^xivcii^izL^zr :t 
orh^;r j9f:rH(jUh to act as receivers of taxes oesliea ::L-r l>ii 
ofTic'rrs; but in IT^JIi * all such were di5cor:Tir.-€-i- ii.i -i.* 
1/iaij office rec'fivers remained the only nE.ai:cia- *^-ri-^ 
v/hich the government had in the different 5:a:e* 7i- 
fortunately, the duties of the loan office connissiiirrs 
v/ere not strictly defined until 17'?5,' and consecientlv •'-^ 
h'jHine.Hs of the offices was poorly and loosely cond::::ei' 
In homij ca.ses the greatest negligence and even fra-i 
apjieared. An example of the irresponsible zneihods er- 
\f]/fyi'A is seen in tliecase of the indents, or certificates of it- 
(Jehte/iness, issued from the offices after the govemsies; 
i'j'iiHtui to make payments of interest on the domestic debt 
'J'he practifje of issuing these interest indents originated with 
th<! loan rifflcers, and was continued in spite of the e:Son5 
of Morris to stop such a jiroceeding.- In 17^4'- Congress 
firj;i!!y hanctirMied the issue of indents by making* them re* 
i:(;lv:i(ile in payment of taxes. No greater success seems 
to havii attended the experiment with Continental receivers 
of laxe.s in 17^1. Congress hoped that these receivers 
woiihl prove iiioi'e successful than the loan officers in col- 
lecting^' taxes. We have the record of Hamilton's efficiency 
as (Jontinental receiver for the State of New York" in 
17^1'. liut his case was exceptional,^ and Congress saw 
fit to discontiniH! the system in 1785. Not the least of the 
wealcnessr*s in the tinancial administration lay in the 
methods of collecting requisitions and of conducting the 
business of tlie loan offices. 
Tlie treasury establishment was enlarged in 1777* by the 

I N-.v -J. 

a Apnl l.'j. 

=> S'pNMiitHT Uti ari<l '.Ui. 

* s*M. HiimiiiT, KifiaiM'l'T. II. 11I»-IJ»»; H-ilLw. I. .'WT-WS. 

'• Si-»' l.-ff««ni by Morris. IMp. C'*rr»*mM»inJ»»uo«?. XI. i'*'^. 5<W; XII. 483. 483. 

" April -i. 

T S.-' l^,>if(i''n IlAiiiUton. :r>: M )iw •'« H.milUon, 75. TG: Hamilton's Hiatorr of tha Bspnb- 

lie. II. U^titSt Httl 

' Siiiiiu*.T, Fluiud»;r. II. 7.1 

• March 13. 
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AppoiutmeDt of Commissioners of Claims to adjust accounts 
and hand them over to the auditor genera! by whom they 
were to be reported to Congress. The following year' saw 
provisioQ made for a Continental treasurer of loans, who 
should have charge of the expanding credit operations of 
the United States. Shortly after.' Congress established a 
Standing Committee of Finance to consider the state of the 
national finances, and report from time to time. Kobert 
Morris was chairman of this committee, which frequently 
■■©ported to Congress on important matters. 

Manifestly this system of administration was cumbersome 
**id ineffective. Authority was so divided between the five 
liembers of the Treasury Board and the Committee of Fin- 
^ticethat no responsible and unified management could be se- 
cured. Moreover, it was impossible for members of Con- 
gress to transact properly the business of the Board white 
Attending to their legislative duties. All these defects were 
^^en by Morris as early as 1776;^ and, later on, Hamilton 
Called attention to the same thing.' A partial realization of 
tfcese difficulties led to the remodeling of the entire estab- 
'ishmeci in September. 1779.' The act which accomplished 
this purpose gave to the department some degree of unity, 
It provided first of all that a building should be secured, in 
which the various officers of the treasury should be brought 
together. The treasury officials were to be a comptroller, 
who was authorized to appoint two clerks to assist him; an 
auditor, also authorized to appoint two clerks; a treasurer, 
who should appoint one clerk; and six commissioners of 
accounts, who were to be divided into two chambers of ac- 
counts, each chamber employing two clerks who should be 
appointed by Congress. It is interesting to notice that the 
, comptroller, treasurer, and auditor were authorized to ap- 
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:•.■.:- ■.!.•:-! 1"^- :.-r:'iia till T-e:-*- juia-r re^jtZii^-blr fi-r iieii 
.-.iiii.--!-."- 

5.' • >._ b:::--:L'.5 vrr-r •: :»e ir?T bc csr-ea br :b€ auditor. 

•:.: L i^i ::rrr-::-::- A^:«?r •'r.is "ibe &eco -nis irere to bi 

?«--%xa::-.rr^i iLi.i r^tllT iri.i:rs€-i bv •lt:*' a:aQ::or. and for- 

"War::.-! •'. '.i^ ::r-j:r:l.r-T T-ls oSv^r. Trho kept the 

".r-fa-r-^T 'x-'ii*. T^i* ::■ r.rr SlL &c->c«':ir.X5 and Toachers ii 

e?*'.:- ?ikse. ai-d :as-r iraf^s oi. "ibe "Treasurer for the 

&!'.': :!.'.* cill^-i fir. Af-.-e-r p&7TL.«rL.T tt^s made on tbea 

cral:s. t'-e •re^s-Tr-r TrSi.5 rec"i.:rei io sei:d tie receipts t» 

•/::e rronptrol'.er s c^te: ar.d also :o Tiim over his accoonti 

!:.or.:hlv -.o the a.;ii::?r tjr exaziinaTio!:. Flnallv the art 

so'i:::i: to y^rovlde for a mere reg^^lar svstem of reporta 

aLd for Tr:ore •i:!^?"ive means of securing the payment of 

al! hums due to the United States. The Treasury Board 

vras 8ti!! nftained as a general suj>ervisory body and u 

lnt<irra*;diary between Congress and the officers of tte 

ln;asurj'. 

This a<:l shows a gre?vt advance over the previous meth- 

o'is of financial administration. Not only have the titlei 

of thfi moro imjiortant treasury officials been retained to 

t)i<: pHiSont day, but the system of checks and balanoei 

\iuit* instituted is much the same as that now in opa«- 

linti hotw<ien the different branches of our Treasury De- 

psirtm<-nt. Indited it would bo difficult to Improve upoa 

r^tntn' of tho. losiding features of this treasury establish- 

....1 MMiM law of 17H0, which established our present 

I,,..„i,.|.iiitin1, owMid much to this act of 1778 and to Um 

„„l,t..'<|iii'n1. iiuidllications introduced in 1779 and 1781. 

II, WHS only 11 month after this that Congress invited Dr. 
Iti.iiiirtl l'il<'«'. tli«» Willi known English financier, to oobm 
In UilH cnmitry ami holpto reg ulate the national finanees. 

, „... „„., ,...rn«,«;.M™.; m. oT. Also AJan* IMbUo Oebta. «!■ 

\ nil, Hill", I"'*** "!• »•»»♦»** *^**'*' 
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Through his essays on "Liberty" and on "Public Credit 
and National Debts," he had become well known in America; 
and there may have been reason for thinking that he 
would accept such an invitation. In this action Congress 
was probably influenced chiefly by Price's scheme for pay- 
ing the EDglish debt, by which a generation of English- 
men was deluded. But the invitation was declined by 
Dr. Price, who expressed, however, the assurance that he 
looked upon the United States "as now the hope . . . 
of mankind." 

Within a year ^ Congress introduced radical changes into 
the administration of the treasury. The old Treasury 
Board was abolished, and the financial management was 
placed in the hands of Commissioners or Board of Treas- 
ury. The Board was to consist of five persons, and only 
two of these were to be members of Congress. Its mem- 
bers were given the general super in tende ace of all the finan- 
cial transactions of the United States, and were placed 
in control of the treasury officials. The office of comp- 
troller was abolished, but many of the features of the act 
of 1778 were retained. Six additional auditors were ap- 
pointed for settling accounts and claims arising in the 
army, and they were required to reside in that part of the 
army to which they were assigned. This act was no real 
improvement over that of the previous year, and was 
nothing more than an attempt of Congress to secure an 
efficient administration without going to the length of 
placing the control of the treasury in the hands of a single 
man. 

This Board of Treasury continued in office for about two 
years. Manifestly unity and responsibility were as con- 
spicuously lacking in this as in former systems. To this 
attention was called by Hamilton in the letter to which ref- 
erence has already been made.' The members of the 
Board were often incompetent, their methods of conducting 

1 Jal7 80, 1770. 
•Seep. 198. 
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But this purpose was only partly fulfilled; and these trans- 
actions have always remained "involved in darkness,'* as 
was stated by the report of the committee of C!ongress in 
1788. 

The facts already presented show what confusion must 
have attended the transactions of the treasury. Hamilton, 
in 1790, was obliged to place the expenditures for 1780 
the round number of ^,000,000,^ which was evidently 
mere estimate. Congress had constant diflSculty in secur 
ing information concerning the exact condition of th- 
treasury. At the same time public property was commonly 
misused and poorly cared for. Great waste arose in thf^ 
way at the very time that the resources of the country we 
reduced to the lowest point. In the report of a committee ^ 
investigation from Valley Forge it is stated that the "prc^p 
erty of the continent is dispersed over the whole country^ . " 

In both methods and objects of expenditure the put^lic 
moneys were oftentimes squandered. There was found ev^:x7- 
where the widespread corruption that so often attends "tibe 
purchase of army supplies.' Moreover, the expenditirxias 
were oftentimes conducted on a most extravagant scale;' 
and this, too, in spite of the efforts made by C!ongress for 
retrenchment and reform. Also for a long period it was 
attempted to supply the army directly with specific supplies. 
Enormous waste was produced in this way;* but, yet, it was 
only with great difficulty that Morris was allowed to insti- 
tute the system of obtaining supplies by contract. 

Finally, the business of the Board of Treasury was con- 
ducted with a slowness which precluded the possibility of 
an efficient administration. An example of this has been pre- 
served in a letter of an acting quartermaster general of the 
army.^ This officer writes, "I am obliged for every de- 

1 Elliot, Fanding SjMtem, 10. 

• See Sumner*! HamilUm, 86. 

• See Kapp, Life of KAlb, 14S. 

«8ee Donuul, Materials for HIstorj of the Berotutton, tlS, tlO; Kapp^t Ufe oC JUBb, 140. 

• Sumner, FlnanoSer, I. chap. XI. 

• See Bollea,L 888-MB. 
vQooCed In BoUet. 1. 808-807. 
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mand upoa me to . . . . make aspecial application, and some 
times, although not commonly, I get some kind of an 
answer in the course of two or three weeks after applying. 
The 2lst of June I sent an application on the estimate of 

Colonel Cox ; about ten days afterward I got awar- 

^^cant for the sum; yesterday I got a letter of advice from 
^■fee board to the treasurer, and today ' I have got near 
^Hoe-fifth of the money. This movement, slow as it may 

^Teem has been pushed with uncommon assiduity, 

and with more than common success.' In such methods 
Jay an important cause of the financial weakness of the 

tDited States during the period of the Revolution. 
In 1781 Congress finally proceeded to remodel all the ex- 
mtive departments, and to place a single head in charge 
[ the business of each. This step had been postponed as 
>ng as possible, and was taken reluctantly in response to 
strong popular demand for such a change.' The old ad- 
ministrative boards had been as inefficient as such bodies 
must generally prove for executive purposes. Affairs had 
come to such a pass that it was manifest that the old system 
of divided authority could not longer continue. Early in 
1779' Congi-ess had instructed the Committee of Foreign Af- 
fairs to secure information concerning the executive de- 
partments of various foreign governments. But a delay of 
Dearly two years ensued before the much needed changes 
were inaugurated. 

Up to this time the development of the various adminis- 
trative boards out of the early committees of Congress had 
proceeded largely according to the needs of each particular 
case, and without very much conscious attempt to pattern 
after foreign systems. It is true that the Boards of War, 
Treasury, and Admiralty, had derived something of their 
forms from analogous bodies that existed in England at 
that time; but it may be doubted whether more than the 
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general conception of the system of board management was 
derived from this source. It also seems to be a fact that 
the Chambers of Accounts created in 1778 had their pro- 
totype in the French "Chambres des Comptes;" and that the 
title, if not the ofBce, of comptroller was of French origin. 
But this is as far as foreign influence can be traced with 
any certainty. 

But the inquiries into foreign systems which Congress in- 
stituted in 1779 make the case quite different when we come 
to the changes effected in 1781. Early in that year,' Con- 
gress resolved to appoint a Secretary of Foreign Affairs, 
a Secretary at War, a Secretary of Marine, and a Superin- 
tendent of Finance; and conferred upon these officials pow- 
ers sufficient to enable them to control and shape the af- 
fairs of their departments. This was a step distinctly in 
advance of formal English development. It seems prob- 
able that, at this point. Congress was considerably influ- 
enced by the example of the French administration, in 
which the prim!iple of unified executive authority was de- 
veloped further than in England, or, perhaps, anywhere 
else. 

In the department of finance this needed reform met 
with more opposition than in any of the others. There 
were many i^eople who thought that such a step would 
endanger the liberty of America. This thought was ex- 
pressed by one member of Congress, who in a letter* 
characterized a treasury department as, "at best a very 
dangerous affair to the liberties of the people. " But on 
February 7, 1781, the office of Superintendent of Finance 
was created; and, a few days later, Robert Morris was 
called to fill the position. The Superintendent was given 
all the authority necessary to the proper conduct of the 
department. He was required to examine into the state of 
the finances, and to digest and report plans for their im- 
provement; to execute all acts of Congress concerning 

1 January 10, February 7. 

s See Sumner, Financier, n. 121. 
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revenue and expenditure; to superintend and control the 
settlement of public accounts and the expenditure of public 
money; and to have general direction of all the branches 
of his department. Then, as soon as Morris had gained 
time to mature his plans, a reorganization of the entire 
establishment followed. The office of treasurer of loans 
was first discontinued,' his duties being turned over to the 
treasurer of the United States. On September 11 the 
other changes were carried into effect. The officers of the 
treasury were to be an assistant superintendent, a comp- 
troller, a register, and a treasurer, together with such 
auditors and clerks as should be necessary. The comp- 
troller was given the duties of an auditor general; the 
position of the treasurer was not materially changed ; and 
the register was to be, as he is today, the chief book- 
keeper of the treasury. These three officers and the 
auditors were to be appointed by Congress. 

The administration of Morris marks a new era in the 
financial history of this period. His business experience, 
supplemented by the training that he had received while 
chairman of the Standing Committee of Finance, had admir- 
ably qualified him for the position of Superintendent. More- 
over, his wide reputation and recognized ability enabled him 
to secure a large degree of independence in the execution of 
the powers entrusted to him. Congress finally authorized 
him to remove from office for just cause all officers of the 
treasury that were not appointed directly by Congress, and 
gave power to suspend all others pending an investigation 
of any charges preferred against them.^ This was a matter 
which Morris considered a necessary condition of effective 
administration. Thus, for a time. Congress ceased to 
interfere in the purely administrative work of the treasury. 
Morris appointed to the position of Assistant Financier, 
Gouvemeur Morris, from whom he subsequently received 

Unless. 1781. 
* April SI, 1781. 
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important assistance.' Then, having matured comprehen- 
sive plans for the conduct of the national finances, the 
Financier, as he was commonly called, assumed the man- 
agement of the treasury department. 

The condition of the finances at this juncture was as 
critical as can well be imagined. The issues of paper 
money had long since been exhausted. With the disap- 
pearance of the old currency, the receipts from the loan 
offices gradually ceased. Taxes, with the exception of 
those which called for specific supplies, had yielded prac- 
tically nothing for many months; and a considerable time 
was yet to elapse before Morris would be able to secure 
any revenue from this source. Thus the sole dependence 
of the treasury was the loans and subsidies which Frank- 
lin was still able to secure from the French government. 
The policy of Morris looked to the inauguration of a com- 
plete plan of constructive finance. First he desired an ef- 
fective system of taxation, favoring federal taxes collected 
by the United States in the form of customs duties. Then 
he proposed to bring about a retrenchment in expenditure 
and a thorough reform in administration. Finally he 
sought to obtain further loans in Europe, which he re- 
garded as necessary in order to meet the whole burden of 
war expenditure, and to tide the government over the in- 
terval that must elapse before his new plan for establish- 
ing domestic revenues could be set in operation.' 

Wheji Morris finally entered upon his duties in June, 
1781, his only available resources were such bills of ex- 
change as Congress was in the habit of drawing on the 
foreign envoys, without knowing whether any funds ex- 
isted in Europe for meeting the bills. Almost immedi- 
ately General Washington called upon the new Superin- 
tendent to find the means necessary to carry on the York- 

1 8«e Rooaerelt*! QouTerneur Morris, 108 et leq.; Sonmer, Ftauudrr, I. S70; Spftrkt, 
Gouyenieur Morris, I. ohapters 18 and 14. 

* In this aocoont of Morrises administration our chief dependeooe has beeo opoii the 
careful inyestigations of Prof. Sumner. Bolles has been consulted idth soma mdfwatmg^ 
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Wr.ilti ^triffffling" to increase the national reven:ies. ilor- 
ria soug'h* xi:li eq lai care to secure economy in the matter 
of expenditure. D^irinz his superintendency Congress im 
ind.:ced. as will be shown in the following' chapters, to pre- 
pare the budget more promptly and carefully than ataaj 
other period Ln its history. After appropriations were once 
made. Morris manifested a determination to apply public 
moneys solely to the purposes contemplated by Congress.^ 
How far he adhered to this intention it is impossible to 
a^icertain: but it is clear that he alone of all the adminis- 
trators of the treasury realized the ev^ils that attend the 
transfer of appropriations and the diversion of public 
funds. In all departments of expenditure retrenchment 
was carried on, and numerous economies effected. Waste- 
ful methorls were changed, useless offices abolished, 
and the running expenses of the government largely re- 
duced.' A comparison of the estimates of expenditures for 
17^1 and 17*^2 shows how successful Morris was in his 
efforts in this direction." 

Under the new regime the business of the treasury wu 
conducted with a dispatch hitherto unknown. Every effort 
was made to secure a prompt settlement of the public ac- 
counts. Order was gradually introduced into the transac- 
tions of the department. Congress and the States were 
furnished with more exact information concerning the 
state of the finances, although publication of the quar- 
terly reports of the treasury was deferred until 1785. In 
order to assist the government in its financial operations, 
Morris secured the consent of Congress to the establishment 
of a bank. * This plan had been previously suggested by 
Hamilton, Oouvcrneur Morris, and perhaps others. ' Early 

I Hai* lottiT f if MurrtH in The IIMorical Mayazine^ VI. \m, 

* ^v^ Huninnr, FinaiiciiT. II. 1U7, for clnscrlption of methods of treasur j admlnlrtnito 
unilf*r MtirriH. 

• Her p. ira. 

4 Journal of CnnKroM. May 'JA, Dec. 31, iTi^l. 

■ On IlioontAlillshment of Uie bank, nee Sumner, Financier. IL chap. ZVII;X«odf«^ Baa- 
llton. VT; MnrrluN Hamilton, 09-74: Roo«eTelt*s Gouyemeur Monia, 108; BoUoi, STMfi; 
Lewis, Rank of North America. 
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in 1782 the Bank of North America, incorporated both by 
€k>iigress and the State of Pennsylvania, commenced opera- 
tions which were based principally upon ^250,000 of public 
money which Morris had invested in subscription for its 
4Stock. After surmounting many difficulties, this institu- 
tion rendered the government most valuable assistance. 
At different times during his adminstration, Morris bor- 
xowed from the bank $1,249,000, while the United States 
received $22,867 in dividends up to the time that its stock 
"was surrendered in re-paymeni of money borrowed from 
the institution. For these loans, interest amounting to 
1^29,719, was paid. 

The extent and variety of the duties which Morris was 
called upon to perform baffle all description. Never, per- 
haps, has a minister of finance carried on operations of a 
more miscellaneous character. There was certainly no 
branch of administration in which his influence was not 
felt. On several occasions he employed his well estab- 
lished personal credit to support that of the United States. 
This seems to have been the case with the notes amounting 
to over $!300,000 issued to the army at the time of its disband- 
ment. By reducing the expenses of the government he 
was able to reduce gradually the number of notes outstand- 
ing; and to retire from office in November, 1784, with the 
assurance that all would be paid at maturity. There are 
numerous stories to the effect that he devoted large 
amounts of his own money to the public service. Thus he 
is said to have advanced $1,500,000 toward the expense of 
the Yorktown campaign. But such statements have no 
basis in fact. In an account ^ which Morris rendered after 
the capture of Comwallis, there is a record of ¥12,000 which 
the Superintendent had advanced to the United States. Bt 
this is the only transaction of the sort that is evidenced 
by any of his accounts. 

A final feature of Morris's work was his attempt to clear 

1 9parks*t IMplomatlo Correspoodenoe, XI. 493. 
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up the confusion which attended the greater part of the 
domestic indebtedness that had been contracted in the 
prosecution of the war. The loan offices early claimed his 
attention. Their operations had often been carelessly con- 
ducted, and Morris made constant efforts to secure from 
the loan office commissioners a settlement of their accounts. 
Then a large number of individuals held obligations that 
had been issued by military officials in payment for sup- 
plies purchased for the army. The liquidation of such 
claims was pushed forward as fast as possible, but the pro- 
cess of settlement was necessarily slow. Finally there had 
been no settlement of the accounts between the States and 
the general government. Some of the States claimed that 
they had already borne more than their fair proportion of 
the burdens of the war, and that it was unfair under such 
circumstances to expect them to make any further compli- 
ance with the requisitions ordered by Congress. To the 
adjustment of these accounts Morris devoted the greatest 
energy, but the difficulty of the work and the inaction of 
the State officials prevented the accomplishment of this de- 
sign. While he endeavored to ascertain the exact condition 
of the public indebtedness, he also urged upon Congress 
the importance of funding this mass of debt, and of provid- 
ing the means for its ultimate extinguishment. It was with 
this special purpose in view that he labored to have a 
system of federal imposts established. We have already 
seen how these efforts failed. 

At the outset Congress manifested a desire toco-operate 
with Morris, and even consented to extend the sphere of 
his authority. But the Superintendent by his vigorous 
administration aroused bitter opposition in many localities. 
The States did not desire the establishment of any financial 
system that would have involved greater efforts on their 
part; and there soon arose the same factious contentioiis 
that frustrated so many of the best efforts exerted in be- 
half of an efficient national government. This feeling re- 
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acted upon Congress, which gradually withdrew its en- 
couragement and active support. Personal enemies, promi- 
nent among whom were Arthur and William Lee, com- 
menced a series of contemptible attactis upon the Financier, 
disparaging his administration, and charging him with 
having derived personal profit from his old position as a 
member of the Committee of Commerce. 

At the opening of 1783 nothing had been done toward 
-'ablishing the domestic revenues necessary to place the 
^.ition's finances upon a souud and honest basis. In spite 
of the careful management of the treasury, large expenses 
had been incurred in both of the preceding years; and the 
foreign indebtedness of the government had been in- 
creased. Perceiving that his plans for a permanent do- 
mestic revenue had failed, and that he no longer possessed 
the full support of Congress, Morris resigned his position 
as Superintendent.' In his letter to the President of Con- 
gress he said: "To increase our debts while the prospect 
of paying them diminishes, does not consist with my idea 
of integrity. I must therefore quit a situation which be- 
comes utterly un supportable. " 

But the army had not yet been paid, and no one but 
Morris could find a way of doing this. At the earnest en- 
treaties of Congress, he consented to continue in office un- 
til some settlement could be effected and the army dis- 
banded. As we have seen, the soldiers were partially 
paid by issuing notes, upon which Morris put his name in 
order to support the credit of the government.' After 
ofting him in this, the greatest service which the Finan- 
cier rendered, his enemies resumed their attacks with a 
meanness which is hardly credible except to one who has 
become familiar with the asperities that attended the polit- 
ical controversies of that time. In November. 1784, Morris 
finally retired from his position, having made provision 
for the redemption of all the notes issued to the army. 

I JaouuT SH. ITSa. See Sparka'a Llplomiitlc Coirwiioinicnce. XII. SOJ. 
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^hich comes from a member of Congress who was thor- 
oughly opposed to the Superintendent.^ The member ex- 
pressed himself in the following words, "I will tell you very 
freely that I am clearly of the opinion that, in mere money 
transactions, he has saved the United States a very large 
stun. I am of that sentiment, because a comparison of ex- 
penditures shows, that, since he has been in office, the ex- 
penditures have not amounted annually to half so much as 
fhey did before. I am also of opinion that much more reg- 
ularity has been introduced in keeping the accounts than 

ever existed before I lay it down as a 

l^ood general maxim, that, when a person is to be attacked, 
it is wise not to endeavor to depreciate his real merit; be- 
cause this puts into his hands an advantage. If he can 
clearly exculpate himself in part, it renders that which is 
really true liable to suspicion, and consequently less effica- 
cious. If you suppose that person (Morris) has rendered 
the public no valuable services, I acknowledge that there is 
a very considerable difference in our sentiments. If you 
suppose that he may have rendered valuable services, but 
that his notions of government, of finance, and of commerce, 
are incompatible with liberty, we shall not differ. I think, 
therefore, that the fort to be raised against him ought to 
stand on this ground, if, in urging his dismission, or rather 
a new arrangement of the office, it shall become necessary 
to be personal. But I hope it will be generally agreed, that, 
if it was necessary to create an omnipotent financier in 1781, 
that necessity does not exist now."^ 

A few months* previous to this final retirement of 

1 See letter of Samuel Osffood, Fab. 8, 1784. This is contained in tlie Massachusetts His 
torlcal 8odet7 Proceedings, 1868, 407. 

s AH the eridence bears out the conclusion that the charges brought against Morris's ad- 
mfnlfltnitkm of the treasury were entirely groundless. The same is true of most of the 
oilier aoensations relating to his conduct as agent of the State of Pennsylvania, and as a 
m ember of the early Committee of Commerce. Prof. Sunmer finds on the books of the 
United fltotes Treasury one account which shows a balance of |9S,818 against Morris. This 
tbe Ffaiaiieler explained as due to a wrong method of charging depredations. See Sumner, 
nnaaoier, XL cbapt. 88; Sumner, Robert Morris, chap. 8. 

• MU 87, 86. 1784. 



.Afc 



-J} 



r-l >iL 




-:- ::* : •j*Sv:iiii 







/ 



* , ^ ^ ^ . 



BULLOCK — FINANCES OF THE UNITED STATES, 1775-SO. 211 



CHAPTER 11. 

BUDGET AND THE HISTORY OF BUDGETARY METHODS 

Sectioji I. — Historical Introduction. 

The financial activity of the state centers around the re- 
ceipt and expenditure of public money. In order to se- 
cure stability, there must be a constant adjustment of one 
line of activity to the other; and financial equilibrium 
must be constantly preserved by a formal ordering of rev- 
enue and supply. The accomplishment of this result in- 
volves, first, the ascertainment of the necessary objects 
and amounts of public expenditure ; second, the determina- 
tion of the methods to be emjiloyed in raising the needed 
money; and third, appropriate organs for collecting and 
applying the supplies devoted to the public service. 

In modern representative governments the legislative 
departments have assumed final authority in the decision 
of questions of revenue and supply^ The word budget has 
been used to designate the legislative enactment by which 
public revenues are determined and appropriations fixed 
for a definite period of time, usually a year.^ Such a pro- 
cedure implies, first, a preliminary estimate of necessary 
expenses and probable revenues; and second, a law author- 
izing the necessary forms and amounts of expenditures 
and taxes. At least, this is the case wherever perfect 
unity is realized in budgetary procedure.^ Manifestly 

1 For a diaciusion of the MientUlc meaning of the word budget, see Stourm, Le Budget, 
fihaptfir I, MCtlOD 1. The term was first used in England about 1780 to designate the an- 
anal flnancial statement. See Dowell, History oC Taxation in England, IL 160; Bastable. 
Pnblio Flnanoe, 468; Boacher. Ftnanxwlssenschaft, sec. 150, note 1. 

• On the sabjaet of the budget see BasUble, Public Finance, Bk. VL. chaps. H. and III.: 
Ijtmy Detniieu, Boienoe des Finanoes, IL 1-191; Cohn, Finanzwlssenschaft, sees. 170, 171; 
JeUlnak, "Badgetrdoht** in Haniw5rterbu3h der Staatswissenschsften, II. 771; Roschar 
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some such preliminary estimate of income and expenses, 
and such an adjustment of resources to demands is an ab- 
solute necessity for any large public economy. Without 
it, adequate provision cannot be made for all the public 
wants; and there can be no coordination of revenue and 
expenditure. 

But, if legislative authority is to be a reality in these 
matters, this preliminary determination of revenue and 
supply must be supplemented by effective checks on the 
collection and issue of money, and by the right to inquire 
into the actual application of all public fundsw Such 
methods of control and audit are a necessary part of any 
system of legislative control of the finances. Of this more 
will be said in another chapter. 

The term budget is one that has been but little used in 
the United States in the discussion of our national finances. 
This is, perhai^s, due to the fact that the separate legisla- 
tive management of the expense and revenue sides of OTir 
federal budget has destroyed that appearance of unity 
which characterizes the methods of those foreign coun- 
tries in which the word is commonly used. Indeed, it is 
possible by a process of strict definition to deny thit 
budget is a proper term to apply to the series of separate 
acts by which Congress each year deals with the question 
of federal revenue and supply. 

It seems desirable, however, to use the term in the dis- 
cussion of our national finances^ In so doing we are in ac- 
cord with the usage of other countries; while, at the same 
time, we are reminded that there is after all a fundamentd 
connection between our separated revenue and appropriation 
laws. Formal unity is, of course, lacking in our present 
budgetary methods; but that is no reason for not employing 
the word budget, in a broad sense, to designate the entire 

FlnaniwiBsengchaft, aecs. 58, 150, 151; Schants, ^'Budget," in Handwtetflrbneh, IL K 
Stein, nnanzwlsBenschaft, I. 800 et seq.; Stourm, Le Budget; UmpfeobMh, IIm^ 
wiMeiuchaft, 489 et seq.; Wagner, FInanxwisaenschaft, I. S19-isa^ alto In flriiflhliwt'i 
Handbuch der FoUtlschen Oekonomie, UI, 588 et aeq. 
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process by which measures for our federal revenues and ap- 
propriations are prepared and enacted. Such is the sense 
ic which the term will be employed. 

Modern budgetary methods originated in Bcgland, where, 
nearly a century before our Contiuenlal Congress met, an 
effective budget system had been finally established. It 
will not be necessary to treat of the early stages of 
this development; but it is desirable to refer to the history 
■ ' the English budget after the Revolution of 1688.' 

This Revolution, ending a struggle that had colored 
English history for several centuries, finally established 
parliamentary supervision and control of the finances, as 
of other branches of the government. Parliament insti- 
tuted the system of annual apjiroprialions for the public 
service. These were based upon estimates presented on 
llie responsibility of the ministers, and specified both the 
•bjects and amounts of expenditure for the ensuing year. 
i! the same time, the supplies for the royal household, the 
jiersonal expenses of the king, and for the payment of pen- 
fiioQS and certain civil offices, were separated from the rest 
of the expenditures and brought together into the 'Civil 
List.'" The various branches of expenditure were then 
assigned as charges on the permanent revenues of the gov- 
emmeol, and additional taxes were imposed whenever re- 
quired to meet the expenses of any year. Thus the pub- 
lic revenues were devoted only to such purposes as Parlia- 
ment should sanction, while there was secured u unified 
regulation and more accurate adjustment of receipts and 
expenditures. 

The development of cabinet government brought the de- 
tails of all financial transactions before the House of Com- 

I For Uw hUlorr o( taiatioii and spprapiitlloiis bt-fure (bis JaC? lee WUsOD. the National 
Bwtoe*. cbftt>. I.: Srulit>& CanBtltuiiotiaL Uiftory of England, IL sec. ZH, IIL mos. 370, 371. 
437. tS*: BoBlable, Public Finance, BM-Otl: Ouelst, History of tbe English CooitlCnUoa, II. 
4atwti- tDetfq., isa, IM). »3 et hk|.: Roscber, FlnaniwlsMnulmlC. sec. B3. 

>S« IMwell. Ki«un7otTaiallanlQ EnfCland. U. 10-14: SlacauUr. Bist«7 •>' Enttland, 
V. 39A-aM; Uw, CotlllituIiDiul tUuory of EoKlitud. t. 133 et seq.: Todd. Fu-UameDlAry 
1, H). 300: Wilson. Tbe NBtbaal Bud^i. cliap, VI. 





2i * UULLKTIX OF THE UXIVER.SITY OF WI5r««X5iy. 

rfiOLS. which had already established its superiority to the 
House of Lords in the matter of money bills. In this pro- 
C'r.ss the financial estimates and statements of the ministry 
developed into what was known as the budget, and intri- 
cate rules of jiarliamentary procedure were gradually 
adopted. Such was the form which English budgetary 
methods had assumed at the end of the eighteenth cen- 
tnry.' 

S^rtion II, — Ittvfmue and Supply in the American Cohmm? 

In order to understand the circumstances under which 
the Continental Congress evolved a budget system, it is 
necessary to refer to the experience of the individual 
colonies in their efforts to develop systems of revenue and 
supply. It is not within the scope of this essay to under- 
take any exhaustive presentation of this early budgetary 
history. Indeed, a vast amount of investigation into the 
subject of colonial finance will yet be required, before such 
a comi)lete treatment will be made possible. It will suffice, 
however, for the purpose to draw from the most important 
secondary and the more accessible original sources a brief 
account of the development of budgetary principles in the 
thirteen colonies.' 

{A) The Separation of Potvers. 

Through the varying, yet similar, processes by which 
representative governments were instituted in each of tlie 
original colonies, nothing stands out with greater distinct- 

1 For the preHOOt Enfi^IiMli budget syHtem. see, Blackstone, Oommentarlet, L Bk. Lcbi^ 

ten II. ODd VUI.; Buztoo, ''Budget,'' in Palfcrave's Dictionary of Political Booiioiii7;Gaetali 

EnKllflches Verwaltungwecht, I. 481; May, Parliamentary Law and Practice, obapi. XXIL; 

Jellinek, "Budffetrecht,'' lo HandwOrtorbuch der BtaatowIaseDacliafteii, n, TTS^TTT; 

Spofford, "Budffer," In Lalor's Cyclopedia of Political Science, IL 818; Todd, 

OoTemment, I. 089-8S6; A. J. WIIbod, The National Budget, chap. VI.; Woodrow 

Congressional Ooyemment, 187 et seq. For other European countries, we Laray 

llea, n.; Rtourm, Le Budget; Czoernig, Darstellung der Elnrichtimgai flbsr Blidfrt; 

Jellinek, **Budgetrecht," in HandwOrterbuch, II. 777-787; Proceeding* of tbe Cobdm OMb^ 

1874; U. & Consular Reports, No. 00, March, 1888; Bpofford, "Budget,^' in Laiorti Cjycfc H Mdfc^ 

* For a list of the authorities referred to on this subject see the genenl bOiliogiiplOb 

p. 371 et seq. 
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s than the peruist^nce and success with which the 
tooists insisted upon the right of their legislative as- 
nblies to direct the Qaances. This side of colonial hig- 
■ is 30 familiar, that we can assume the facts of the 
iparation of powers and the establishment of legislative 
control of the finances. In the following pages attention 
will be confined chiefly to a consideration of the formal 

Ielhods of legislative procedure in budgetary questions- 
Wt 
ore 
Bvei 
Kre 



iH) Legislative Control of Revenue. 
I While other forms of revenue existed,' taxes became 



lore and more important in colonial budgets as the country 
eveloped. and as the colonial wars necessitated a heavy 
icrease of public expenditures. This discussion, there- 
bre, may safely be confined to the revenues derived from 
* taxation, direct and indirect. 

From the first, the colonists appreciated the fact that 

legislative control of taxation could be made effectual only 

by limiting the operation of tax laws to short periods of 

l ime. . Over this subject arose some of the earliest con- 

^^ fiicts between the royal, or proprietary, officials and the 

Bktdonial assemblies. Direct taxes were regularly limited 

^Hd a short period, while the indirect were restricted, but 

^*not so sharply.- In Massachusetts and New York, however, 

even the indirect taxes were continued from year to year 

by a constant re-enactment* Thus the governments were 

left without permanent sources of revenue, and legislative 

authority was insured. 

Some of the earliest attempts to control the application 
of revenues arose in connection with acts for levying 
taxes. The assemblies frequently specified the purposes 



1 EI7. TaiMIOD, lOTeisvq.; DougUH, 



cbdia. m. and IV,; Ripley, Vlr- 
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for which the taxes were imposed. This specialization of 
funds was often of such a general character as to prevent 
the realization of the purpose in view.* But, in other 
cases, taxes were levied for such special purposes as the sal- 
ary of a governor, the construction of lighthouses, fortifica- 
tions, etc. In Virginia taxes were pledged for the payment 
of public debts, and appropriated to that end, "and to no 
other use or purpose whatsoever.'-' 

( C) Legislative Control of Approjpriations, 

As we have seen, the earliest method of controlling the 
expenditure of public funds was that of specifying in the 
tax laws the object for which taxes were to be raised, But 
this amounted to nothing more than the appropriation of 
lump sums for the general purposes of government, and 
left to the legislature little actual voice in the disposal of 
public moneys. Accordingly, we find in the colonies, at an 
early period, a movement in the direction of making sup- 
ply bills specific in character, and of restricting their ope- 
ration to a short period. 

This is well illustrated in the history of New York. 
Some of the most bitter struggles of the eighteenth cen- 
tury in that colony centered around the efforts of the 
Assembly to limit the operation of supply bills to the space 
of one year, and to make the appropriations specific both 
in objects and amounts.* 

In South Carolina, after 1721, the various tax laws con- 
tained "long appropriation clauses appropriating every 
penny raised to some specific object."* To refer to the ex- 
perience of other colonies would be but to multiply exam- 
ples of the same character. These may perhaps be most 

1 In Masffachusetts, for example, the first taxes after the proyincial charter of 1601 wen 
laid " for the defense of his Majesty's subjects and interests.'' See Acts mod TTiwuiiW of 
the Province of Massachusetts, I., session of 1092. 

* HeninfiT, Statutes at Large, VIIL 650, March, 1778. 

> See North, in Magazine of American History, 1879, 105, 6t seq.; Roberta, Vwm 
Smith, Hist, of New Turk, 488; Bancroft. U. 400. 

«, Whitney, GoTemment of the Colony of South Carolina, 96. 
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conveniently found in Massachusetts, Pennsylvania, New 
Jersey, and Virginia. * 

The struggle for the .limitation of the objects and amounts 
of appropriations arose oftentimes in connection with the 
serie s of the governors and other ofBicials. This was espe- 
cially true in Massachusetts, where the legislature even 
went so far as to reduce arbitrarily the salary of the gov- 
ernor, as a means of punishing that officer.' In New York 
we have an interesting message* by Governor Clinton on 
this same subject. The royal governors continually recom- 
mended that England should create funds for the mainten- 
ance of royal officials in the colonies; and the desire to do 
this was one of the reasons for the final attempts to tax 
America.* But the colonies perceived clearly the issue in- 
volved. Having found that the control over supplies was 
the most effective safeguard against encroachments by the 
royal officials, they were ready to resist to the utmost the 
attempt to establish in America a civil list independent of 
the grants of the colonial assemblies.^ 

Partly from opposition to the governor, and partly from 
unwillingness to raise the necessary taxes, the assemblies 
not infrequently refused to make adequate provision for 
the support of government. Perhaps North Corolina fur- 
nishes the most notorious instances of this sort.' In Con- 
necticut the salaries of the governor and other leading of- 
ficials were dependent upon semi-annual appropriations, 
which is probably the shortest limit placed upon salary 
grants in any of the colonies .' 

1 Further reference will be made to Massachusetts in the followiof? pajires. For Pennsyl- 
mda, tee Bancroft, U. 25. 26, ?7; Gtordon, 315, 890, 392; Franklin's Historical Review of 
FBOiMjlTanla, 82; Hbiotes of the Provincial Council, I. 457,468 et seq. For New Jersey, 
ne Bancroft, n. 84; Crowell, 21. For Virginia, see Ripley, 95, 97, 99. For Maryland, see 
Bdiaif; IL, 121, et seq. 

* See Bancroft, U. 68, 69, 246; Felt, History of Taxation in Massachusetts. 

* Jounuda of the Legislative Council, 1022. 

4 See Bancroft, n. 246, 247, a$4, 850-351, 8S8 etseq.; Fiske, American Revolution, chap. L 
•See Bancroft, n. 830, 850; m. 415, 416. 

* See Bancroft, n. 256, 841. See also the case of Pennsylvania, Bancroft, H. 671-A72; HI. 91. 

* See PnbUo Records of Connecticut, 1771, xm. 502, 566. 
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work.* Warrants for the payment of money were to be is- 
sued only in accordance with the acts of the General As- 
sembly. 

New York went still further.- The Assembly early gained 
control over all the officers charged with the collection and 
disbursement of the revenues of the colony, as did the 
Virginia House of Bur presses.* This was accomplished by 
naming the occupant of each office in the act appropriating 
money for salaries. But a further step was taken at an 
early date. The Assembly resolved that the payment of 
any money by the treasurer before the passage of specific 
acts for its appropriation should be deemed a misapplica- 
tion of funds, for which that officer should be held account- 
able.^ In subsequent acts the treasurer's accountability 
was further emphasized, as in the general appropriation 
bills of 1774 and 1775,* by which the treasurer was instructed 
to account to the governor, the Council, and the Assembly 
for all payments made under the authority of those acts. 
In the appropriation bill of this last year all unexpended 
balances remaining in the treasurer's hands were specially 
appropriated for the support of the government." 

Massachusetts, also, provided restrictions of this same 
character. The general appropriation acts of the province 
specified the objects and amounts of expenditure, and then 
contained a general requirement that money should be ex- 
pended "for no other purposes whatsoever."' But of greater 
interest is a provision of the appropriation of 1733.' This 
law required that all balances of appropriations arising un- 

1 See HeDiof?. Statutes at Large, VI. 240. 

* See Hagaslne of American HUtoiy, IIL 168. 

* or. alio Penn^flvaDia. Franklin's Historical Review, 83; Minutes of ttie Provinciai Coun- 
ell.L457. 

4 Smith. 4i4. 

* Laws of N. Y.. 1774-1775, 61 et seq., M et seq. 

* Compare also the cases of Pennsylvania and South Carolina. See Franklin's Historical 
Bevtow of Pennqrlvanla, 82; Minutes of the Provincial Council of Pennsylvania, 1.457: 
WUtafljf *• Govemment of the Colony of South Carolina, 45. 46. 

* Acta and Besolvea, V. 109. 

* Acta and BflK>lvea, IL €93. 
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der the act should lie in the treasury for the further order 
of the General Court. 

(E) Superior Power 8 of the Lower Branch of the Legislature 

iji Btidgetary Questions, 

From an early date in colonial history the lower houses 
of the colonial assemblies claimed in the matter of money 
bills superior authority over the upper. How far this was 
a mere reflection of the relations existing between the two 
Houses of the EDglish Parliament, it is not easy to ascer- 
tain. But it is certain that in many cases a difference in 
the constitution of the two branches of the colonial assem- 
blies, or a difference in the interests of the two bodies, is a 
sufficient explanation of the assertion of the superior pow- 
ers of the lower house. The upper house was more sub- 
ject to the influences of the proprietors or of the royal gov- 
ernors in many of the colonies. In Massachusetts, where 
both houses had a basis in electioD. it was found that the 
upper and smaller body oftentimes sided with the royal 
governors in disputes over financial questions. This was 
in many cases due to the fact that the position of the ^v- 
ernor was sounder and wiser than that of the people's rep- 
resentatives ; and it was not caused invariably by sinister 
influences exercised on the upi)er house. On the whole, it 
seems fairer to attribute to such causes the greater influ- 
ence on this differentiation of the powers of the two 
branches of the legislature. 

In Massachusetts, during the eighteenth century, disputes 
arose in the legislature over the right of the Council to 
make amendments to tax bills. An instance of this sort 
arose in 1746 when the House forced the Council to yield 
its claim to the right of amending such measures.' Much 
interest attaches to a resolution adopted by the House on 
this occasion ; " it is very surprising that the honorable 
Board should in their vote of this day begin a grant of a 

1 See Felt, Statistics of Taxation in Massachusetts, 324, $25. 
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^eat expense to this Province; for how reasonable soever 
the particulars noted may be, yet the House apprehend such 
grants should always originate with the people, who are at 
the cost of them. '* In such questions the superior powers 
of the lower house became finally established by the first 
State constitution of 1780/ Here it was provided that, 
"All money bills shall originate in the house of represen- 
tatives; but the senate may propose or concur with amend- 
ments, as on other bills." It was this particular clause 
"Which served as the model for the similar provision of 
our federal Constitution,' 

The New York Assembly, at an early period, asserted a 
claim to superior power in questions of money bills.* The 
controversy on this subject seems to have lasted for 
some time; but no restriction was placed on the power of 
the Senate to originate or amend money bills in the first 
constitution adopted in 1777. In Pennsylvania the exist- 
ence of a uni-cameral legislature prevented this question 
from making an appearance. But, in 1755, when the gov- 
ernor ventured to prepare a tax law, the Assembly pro- 
tested that the executive "neither could nor ought to pro- 
pose a money bill. " * 

During the colonial period of New Jersey's history, the 
principle was established that the initiative in taxation lay 
with the representatives of the people, and not with the 
proprietary body or the governor. • The State constitution 
of 1776 prohibited the upper house of the legislature from 
preparing or altering any money bill." In Maryland bitter 
contests had taken place between the two branches of the 
legislature on the subject of supply bills, ^ and the constitu- 

> Poore, Charters and Constitutions, 1. 964. 

•See Oflpla, Madison Papers, 1690-1531. 

*8ee Magastne of American History, m. 169; Journals of the Legislative Council, 1705, 

* Gordon^ FennsyWania, 816; Franklin, Historical Review, 144, S91. 

■OroweO, Tszatfon in New Jersey, 21; Mulford, History of New Jersey, 351, 852. 

•Foon» n. 1810. 

y BofaArf, Hilt, of Maryland, U. 12 5; McMahon, Hist, of Maryland, 297 et seq. 
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tion of 1776 restricted the powers of the upper house in 
this particular.' 

In North Carolina the lower house of the legislature 
seems to have possessed, at an early date, the power of 
passing money bills without the necessity of concurrence 
by the upper. ^ But no provision of this sort appears in 
the first constitution adopted by the State in 1776.' In the 
legislature of South Carolina the lower house, as early as 
1689, claimed the exclusive right of originating money 
bills, and refused to allow the upper house to amend 
them.* At a later date all bills originated in the lower 
house.' Prom 1771 to 1775 legislation was practically sus- 
pended in the colony owing to a deadlock between the 
lower house and the governor and Council, on account of 
the refusal of the lower house to expunge an obnoxious 
clause in a tax bill.' Accordingly we are not surprised to 
find the power of the upper branch of the legislature lim- 
ited by the provisions of the constitution of 1776/ 

Of the other States," New Hampshire, Delaware, and 
Virginia restricted by constitutional provisions the powers 
of the upper house in the matter of money bills. The 
first constitutions of Pennsylvania and Georgia provided 
for a legislature having but a single branch, while Rhode 
Island and Connecticut lived on under their old charters 
for many years. Thus this principle was embodied in 
seven of the nine constitutions first adopted in States that 
had a bi-cameral legislature. In some of these States the 
upper house was prohibited from amending, as well as 
from originating money bills; while in others the exclusive 
privilege of the lower branch consisted simply in the right 
to originate such measures. 

1 Poore» I. 817. 

* Basset, Constitutional Beginnings of North Carolina, 64. 
» Poore. n. 1409. 

* Whitney, Government of the Colony of South Carolina, 4S. 
» Ibid., 52. 

* Ramsay, History of South Carolina, II. 131-132. 
f Piore, U. 1615. 

« See Poore. 
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1 In the Federal Convention of 17S7. after along struggle, 
istrictions were placed on the right of the Senate to 
tiginate naoney bills.' Prom the debates in that body we 
learn that this privilege of the lower house was the cause 
of serious contentions between the two branches of the 
legislatures of those States in which such a restiiction was 
madeJ One of the opponents of the proposition to place 
such a clause in the Constitution ventured the opinion that, 
"These clauses in the constitutions of the States had been 
put in through a blind adherence to the British model." * 
But these investigations have shown that such wasuot the 
case. The restrictions appear to have been in large part 
the result of years of confiict between the two houses of 
the colonial legislatures. Although two States left such a 
provision out of their constitutions, yet il would seem that 
Gerry, in a speech at the Convention, voiced the opinion 
of a majority of the people of the United States when he 
said. "Taxation and representation are strongly associated 
in the minds of the people; and they will not agree that 
any but their immediate representatives shall meddle with 
their purses.' " 

A final feature of this contest over the relative powers 
of the two branches of the colonial legislatures is of in- 
terest. It appears that the practice of placing "riders " ° 
on appropriation bills had been in some States, at least, a 
common one. The earlier method by which the popular 
branch of the assembly had sometimes forced approval of 
desired legislation had been to hold back the supply hills 
until such approval had been secured. It is possible that 
the practice of using riders ' grew out of the earlier cus- 

1. CoDtiDlolttiePurK. ITS-ISI: Ollpin, hladlsun I'liiwrs. HUM. 

f^Madlads hpers, ISIS 
ma frtmn. 1W9. 

n nC "hduia" it \a loiuetlineg attetuplsd (o inorporai 

O ■ppropriatloti Ijillti bo u to compel lbs other brancli 

U leidvlotkoi or to refuBe the approprlaiLooi, 
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torn. The first constitution of Maryland prohibited the in- 
corporation of any extraneous matters into appropriation 
bills. A similar provision is found in the constiturloa 
adopted by Delaware in 1792. 

(/') llir. Dtvelopment of Vniiy in Budgetary Frotedur^. 

In certain modern countries a large measure of unitT 
has been introduced into budgetary methods by providing 
in a single enactment for all matters of revenue and sup- 
ply. Where such com^^lete formal unity has not been se- 
cured, the necessity of balancing revenue and expenditure 
will secure a certain fundamental unity in budgetary pro- 
cedure, as is the case in the United States.' A formal 
unity, however, will secure a better adjustment of public 
resources and needs; and is, for that reason, desirable. 
This important fact has received too little attention in the 
United States on account of the ease with which our fed- 
eral expenditures have been met from the proceeds of in- 
direct taxes. 

In the earliest periods of colonial history we can not ex- 
pect to find much unity in the management of revenues 
and oxponditures. This could not be secured until settled 
conditions were developed, and until regularity was intro- 
duced into financial transactions. By 1775, however, it is 
possible to detect considerable advance in budgetary pro- 
ceedings in the direction of unity. This is important on 
account of the influence which it may have exerted on the 
procedure of the Continental Congress. It is necessary, 
therefore, to refer to this feature of colonial finance. 
Those investigations have been confined mainly to the col- 
onies of Massachusetts, New York, Pennsylvania, Virginia, 
and South Carolina, in which the finances had reached the 
most advanced stage of development found during the 
colonial period. 

Before speaking of the budgetary methods developed in 
Massachusetts, it is necessary to refer to the forms and 
methods of taxation employed in that colony. From the 
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earliest times the chief reliance had been upon direct 
taxes, of which property and poll taxes were the principal 
fforms.* These were apportioned among the various towns 
of the colony, and were assessed and collected by local au- 
tihorities. The final receipt of these taxes was generally 
.anticipated. In 1690, on the occasion of a tax levy of 
J640,000 for expenses incurred during the first of the colo- 
nial wars, the government issued treasury notes payable in 
one year, by way of anticipating the collection of the tax. 
TThis practice soon became regular, and the time 
:for the redemption of the notes was gradually ex- 
tended until it became thirteen years. Only a portion of 
Ihe issues was redeemed each year. Thus, it was thought, 
the weight of taxation might be lightened by distributing 
the burden over a series of years. The evils of such a 
system finally became so great that about 1750 there began 
a transition to the method of resorting to loans in antici- 
pation of the future yield of revenue measures. Thus the 
issue of treasury bills, which were virtually a paper cur- 
rency, ceased until the time of the Revolution. Manifestly 
this practice complicated the budgetary methods of the 
colony.' 

At an early date indirect taxes were introduced in the 
iorm of excise and import duties.* These were resorted to 
in order to ease the burden of direct taxation, but they 
always formed a subordinate part of the revenues of the 
colony. A feature of interest is that these duties were, in 
the provincial period, re-enacted yearly, and were not 
allowed to offer the royal governor a permanent source of 
revenue. 

The combination of direct and indirect taxes in the 
financial system of the colony is a point of great signifi- 
cance in the development of budgetary methods. The pol- 

iDouglaa* Fhumctol Histoiy of BUssachaaetts, 09-76. 

*Ob this subject, see Douglas, Hassachusetts, 117>ia5; Felt, History of Taxation in 
MMMlmseCIs; Sumner, American Currency. 
•DooKlMk 8M8. 78-89. 
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icy of the lower house of the legislature during the first 
half of the eighteenth century has been characterized by 
Mr. Douglas' as " a persistent refusal to raise by direct 
taxation one penny more than a sum calculated, not always 
accurately, to be just sufficient, when added to all the 
other revenues of the province, to cancel maturing obli- 
gations, and in the abandonment of the constantly increas- 
ing current expenses of the government to be met by 
larger and larger issues of bills of credit." In this dispo- 
sition to limit the levy of direct taxes to the exact amount 
required over and above all other receipts, there was a 
powerful force making for an exact adjustment of rev- 
enues to expenditures, something that can be secured only 
by budgetary unity. Furthermore, the apportionment of 
direct taxes among the towns must have furnished the 
representatives with an additional incentive of the same 
character. 

Beginning with the history of Massachusetts as a royal 
province, we find that, for several years, the revenues 
were raised by grants of direct and indirect ^xes, "for 
the defense of his Majesty's subjects and interests," and 
for other equally vague and general purposes. Moreover, 
the revenue measures of each year were commonly four in 
number, and there was no budgetary unity. Duties of 
impost and excise were granted by separate yearly acts, 
and a third bill regularly provided for the issue of treas- 
ury notes to meet current expenses-. Finally a fourth 
measure imx)osed "assessments on polls and estates" to 
meet the installments of earlier issues of bills falling due 
within the year. Some sort of adjustment of revenues to 
expenditures was secured through the efforts of the lower 
house of the legislature to avoid levying direct taxes in 
greater amount than was required, after allowing for the 
receipts from other sources of revenue. 

As we approach the year 1730, certain expenditures are 

1 Financial History of Jlasgachusetts, 181. 
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made sj^ecific in object and amount, and aro provided for 
in separate bills. Thus the governor's salary and the pay- 
ment of members of the Council and House of Koprosonui- 
tives were voted separately in bills which, after :i time, 
came to carry with them special tax levies for those pur- 
poses. Thus a closer control was exercised over objects 
of expenditure, but at the ex]iiense of budgetary unity. 

In 1733* there appears a great advance in the direetiDU of 
unity. After reenacting the law imposing im]>ost duties, 
and providing for a levy of direct taxes for redeeming the 
amounts due on quotas of treasury bills previously issued, 
the legislature proceeded to bring together into a sin*rlo 
budget the expenditures for the service of the year. The 
law accomplishing this was entitled: "An Act for Supply- 
ing the Treasury with the Sum of Seventy Six Thousand 
Five Hundred Pounds/^Bills of Credit, for Dischar*riiig tiie 
Public Debts, and for Establishing the Wages of Sundry 
Persons in the Service of the Province." This act pro- 
vided : 

I. Fixed salaries for the soldiers in the emi)loy of the 
province. 

U. That £76,500 bills of credit should be is.sued, and that 
these funds should be devoted to the various luiblic ex- 
penses "as ascertained or as fixed by law." Those aniouuts 
were all specified, and included a reservation for future 
grants to be made by the legislature during the session. 

ni. That all balances of sums appropriated should lie 
in the treasury. 

IV. That during each of the eight following years, taxes 
should be levied in an amount necessary to redeem the in- 
stallments of bills of credit that should fall due annu- 
ally. 

Thus a large degree of budgetary unity was secured. 
During the entire year only two supplementary appro- 
priations were passed, these providing for the governor's 
salary and for repairs on Castle William. 

1 Bet AcUand Beiolves, U. GOO. 
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During the following year war expenditures came in to 
disf.iro existing arrangements. Once more, as in the timeof 
the previous wars, supplementary appropriations and addi- 
tional revenue measures were necessitated. Thus unity was 
again destroyed. It is probably safe to attribute the growth 
of a unified budget in tiiis colonj' to the calculating and 
parsimonious ciiaraeter of the policy of the representatives* 
This conclusion does not necessarily exclude all possibility 
of an influence having been exerted by the example of 
English methods. But it does seem certain that within 
the colony itself existed conditions which are a sufficient 
explanation of the course of budgetary development. 

1 Acts and Kea)lve». V. ayi-iji'i. 
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In New York iEdirect taxation was developed earlier than 
direct.* During the seventeenth century indirect taxes 
were the most important source of revenue possessed by 
the colony.- Gradually the general property tax was de- 
veloped, but indirect taxes remained more important in 
New York than in any other of the northern colonies.' 
The impost duties were continued in operation from year 
to year, as were all other revenue measures after a time. 
In no colony was the principle of limited revenue acts 
maintained with greater persistence. 

Appropriations were, at first, made in gross, and applied 
at the discretion of the governor and council.^ Also there 
was no attempt to include all such measures in a single 
bill. But in 1739 appropriations were made specific both 
in objects and amounts, and salaries were granted to 
oflBcials by name.* After this date most of the expendi- 
tures are included in a regular appropriation bill prepared 
by each Assembly. During the colonial wars supplemen- 
tary appropriations were made in great numbers, but the 
method of including all ordinary expenses in a single 
annual bill still continued. 

It does not appear, however, that there was a co- ordina- 
tion of revenues and expenditures in a single budget. In 
1774 and 1775 we find a condition that much resembles the 
methods of our national government at the present day. No 
new revenue measures were passed in those years, while it 
was provided in the annual appropriation bills that the au- 
thorized expenses should be defrayed out of the proceeds 
of the indirect taxes collected under the laws then in opera- 
tion/ During the Revolution supplementary appropriations 

1 Schwab, New York Propeity Tax. 19. 104. 

• Hill. Tariff Policy of the Uuited StaU-s, 37. 3S. 

* Ibid, 37. 

« See Smith, History of New York, 415 seq.; Magasine of American History, HI. 165-167; 
a speech by Ciioton, in Journal of Ct)uncil, 10.23. 

* Pere we follow the Laws of New York and the Journal of the Council. 

• See Laws of New York; Roberts, History of New York, 1^87; Smith, New York, 481 
f Bee Laws of the Colony of New York, 1774-1775, 61, 94. 
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became numerous once more, as was the case in the other 
colonies. 

Down to the opening of the Revolution the budgetary 
methods of Connecticut seem to have remained in a condi- 
tion of primitive simplicity. From the proceedings of the 
(Connecticut Assembly in 1771 we can derive information 
on this subject during what may be regarded as a typical 
year. During the May session the Assembly at various 
times appropriated all sorts of petty sums in payment of 
claims and of public services.* Thus the colonial treasurer is 
instructed to purchase an iron chest for the custody of 
public moneys.' Toward the close of the session the As- 
sembly authorized the payment of half of the annual 
salaries of the governor, deputy governor, treasurer, and 
secretary.' At the October session we meet with much the 
same procedure.* At this time also a taxis levied* for 
"incidental charges of government, " and the colonial treas- 
urer is instructed to settle with the members of the Assem- 
bly for their expenses in attending the session. ' Perhaps 
an explanation is to be found for these primitive budgetary 
methods in the fact that Connecticut, in its long existence 
under the original charter, did not witness those contests 
between the Assembly and royal officials which in the other 
colonies proved productive of principles of budgetary pro- 
cedure. 

In Pennsylvania there existed a more highly developed 
system of finance. Here the early struggle for specific 
appropriations had resulted in a system of money grants 
specifying the objects of expenditure.^ But no unity ex- 
sted in early times; and, in some years,' we find as many 

J PutUc Records of Connectiout, Xm. 4M, 471. 

• Ibid., 4S8. 

• Publio Records of Connecticut, XTTT. 608. 
« Ibid, 518, 607, fiM. 

•Ibid., 516. 

• Public Records of Connecticttt, Xni. 606. 

v Bancroft, n. 86,96, «7; Franklin, Historical RaTleir of Pwin^jlTMiiA, 81; ICiiiitaa oC tiM 
FroTindal CouncU, L 467, 468, et seq. 

ws of PMiuqrlTania, L for 1715 and 1718. /.- 
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ks three or four separate revenue measures. During much 
>f the time, also, paper money exercised a disturbing in- 
luence. 

After the middle of the eighteenth century, however, 
^nsiderable progress was made in the direction of budget- 
iury unity. The specification of the objects of expenditure 
seems to have become more strict. By 1755^ the methods of 
procedure resembled those of Massachusetts. Bills of 
credit were Issued for specified purposes, and taxes im- 
posed to provide a fund for the redemption of the notes. 
The colonial wars here, as elsewhere, proved to be a dis- 
turbing infiuence. But after 1763 supplementary acts 
became less common; and in 1775 we find but a single 
measure providing "for the support of government and 
the payment of public debts. " 

In the matter of budgetary development, Virginia pre- 
sents nothing new. Here, as elsewhere, the earliest at- 
tempts to control expenditures took the form of specifying 
in revenue bills the objects for which money should be 
raised. After a time special appropriation bills became 
common. Salaries and many of the ordinary expenses 
came to be strictly fixed by law, but there was no system 
of regnlar appropriations for such purposes. In the direc- 
tion of formal budgetary unity little progress seems to 
have been made. As late as 1 772 three revenue laws and 
four special appropriations are passed during the sessions 
of a single assembly.' 

From the year 1721 South Carolina presents interesting 
budgetary arrangements. After the Revolution of 1719 
liad overthrown proprietary control and resulted in the 
formation of a royal colony, the government had to be sup- 
ported by taxation instead of by the proceeds of the quit 
rents, which had sufficed for the ordinary needs of the 
proprietary administration. Annual tax laws were passed 
ti the opening 6t most of the fiscal years; and, after 1721, 

>t««S0CBHKM|ftvattia, L ciuipt. 406. 
^Bnlqg^fltetttlct at Large, vm. 
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CHAPTER m. 

THE DEXKLOPUESrr OF A BUDGET SYSTEM BY THE COX- 
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The foregoing study of the results of hudgetaiy develop- 
ment in England and in the thirteen colonies previous to 
1775 has prepared the way for a discussion of the vario ':ls 
steps by which the Continental Congress developed a 
budget system. It will be found that the various parts of 
the financial system of the Revolution were d^ev^Iop^rd 
separately, but were finally brought together into a uni- 
fied budget. This discussion will also show what were the 
forces operating to produce this result. 

(A) Hie Early Managtiwtnt of Eevenue and Sup^>ly^ 

On the third of June. 1775. Congress appointed 3 oocu- 
mittee of five members to "bring in an estimate of money 
necessary to be raised** for the defense of the coloniedt 
Fcnir days later the committee submitted a report which 
was considered in committee of the wh^Ie for several days, 
until, QD June 22, Congress resolved to issue the first bills 
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of credit. A month later,' a second committee was ap- 
pointed "to bring in an estimate of the expenses incurred 
by the votes and resolves of this Congress. " It is very 
probable that it was the report of this committee which in- 
duced Congress to vote a second emission of paper 
money.' Early in November' another committee was in- 
structed "to examine what money remains in the treasury 
unapplied, and to form an estimate of the public debts al- 
ready incurred, and which will become due on the first day 
of June next." A few weeks later,* upon the report of 
this committee "on the state of the treasury," the third 
issue of paper money was authorized. Then, in December, 
in pursuance of a further report. Congress urged upon the 
colonies the necessity of making provisions for redeeming 
their quotas of the bills of credit. 

In the manner above mentioned, $6,000,000 of paper money 
was issued by the end of 1775, this sum being intended to 
provide for the expenses of that year and for the debts that 
should be incurred up to the following June^ We have 
next to inquire into the methods by which this money was 
applied. When Congress assumed the control of the strug* 
gle against Great Britain, large expenses were incurred.* 
For some of these provision was made in special appro- 
priation bills. Thus in June' the army establishment was 
determined, and the pay of the officers and soldiers fixed 
by law. On the first day of August a number of appropria' 
tions were made, one of which provided that $500,000 
should be immediately forwarded to be applied to the sup- 
port of the army in Massachusetts, in such manner as 
General Washington should "limit and appoint;" and that, 
if this sum should be expended before the next meeting of 
Congress, General Washington should be empowered to 

ijuly 19. 
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•June 14, 16 16; July 27, 1776. 
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draw on the Continential treasurer for $200,000 additional. 
The other appropriations were also for lump sums, and the 
objects of expenditure were specified in an equally loose 
and general manner. 

In September' Congress appointed a Committee of Accounts 
or Claims, which for nearly a year examined accounts 
against the government and reported the amounts due, 
whereupon payment was ordered. Thus was inaugurated 
another method of applying public money, which lasted for 
several years. During this time we find Congress con- 
stantly appropriating all sorts of petty sums, such as $13 
for a present to Indians, or $12 for ferriage and horse hire. 
A third method of applying public funds was to advance 
money to the assemblies of different colonies to be ex- 
pended and accounted for.^ Similarly delegates and com- 
mittees of Congress were entrusted with the expenditure 
of large sums, which were placed in their hands for defi- 
nite purposes, and for which they were expected to ac- 
count.* In this way $500,000 was expended for the first naval 
armament. 

The revenues for 1776 were derived from further issues 
of bills of credit. In February,* Congress, on a report 
from the committee on the treasury, resolved to emit 
11,000,000 of the paper money; and to appoint a Standing 
Ciommittee on the Treasury, to which reference has already 
been made in the discussion of the administration of the 
Knances. This body, which was generally known as the 
rreasury Board, soon came to act as a committee on ways 
and means; but first Congress resorted to another com- 
oiittee for that purpose. On March 13 it was resolved to 
appoint a committee of seven, to " inquire and report the 
best ways and means of raising the necessary supplies to 
defray the expenses of the war for the present year, over 

•Alir-S;I>00.1S.1775. 
•Anc. l:I>ee.ld.88,1775. 
« Deb. 17, 1770. 
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and above the emission of bills of credit." It has been 
impossible to ascertain whether this committee ever made 
any report. On the sixth of May, however, CJongress, after 
resolving itself into a committee of the whole to consider 
"the state of the United Colonies, " decided that $10,000,000 
should be raised for the service of the year. At the same 
time another committee of ways and means was directed 
to devise methods for raising the money. This committee 
reported three times during the remainder of the year^ 
and in the following February;' and on each occasion 
Congress passed some measure for raising money by means 
of issues of bills of credit. In October, the Treasury Board 
reported a plan for raising funds through a domestic loan; 
and, during the next year, reported estimates and plans 
for further emissions of paper. ^ 

During this year there was no advance over the early 
methods of appropriation. Large sums were still placed 
in the hands of individuals for the purpose of meeting 
public expenses.^ After July 30, accounts against the 
government were reported by the Board of Treasury, and 
the old Committee of Accounts was discharged. The work 
of systematizing appropriation methods was accomplished 
very slowly. 

At the opening of 1777,* Congress resolved itself into a 
committee of the whole " to take into further consideration the 
state of the treasury and the means of supporting the credit 
of the Continental currency. " As a result of these delibera- 
tions it was resolved to urge the States to resort to taxation 
during the current year. In May^ the Treasury Board was in- 
structed to " prepare and report to Congress an estimate of 
the public expenses for the present year, distinguishing 
in such estimate the expenses of the commissary, quarter- 
master, and barrack master general, and the medical de- 

1 May 9, July 2>. Nov 2, 1776; Feb. 22, 1777. 
«Oct. 3, 1770; Aui,'ust 13, 15, Nov. 7. Dei^ 3, 1777. 
• E. K. Journal of Congress, July 20, 31, 1776. 
4 January 18, 14. 
•May 15. 
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partment;" and "to confer with the marine board and Gen- 
eral Schuyler on this subject. " Congress had not yet come 
to appreciate the necessity of preparing the estimates before 
the opening of the year; but this action was an advance 
over previous methods of procedure. The statements 
called for were to be prepared by the Treasury Board after 
conference with the other departments, and were to be 
presented in some detail. At this same time, a new com- 
mittee was appointed to "consider ways and means of de- 
fraying the expenses of the present year;" and instructed 
to "confer on this subject with the Board of Treasury." It 
is not possible to determine what action the committee took. 
It may have presented some of the reports upon which 
new emissions of paper money were ordered, but the 
Journal of Congress does not enable us to decide. In No- 
vember/ on the occasion of a report from the Treasury 
Board, Congress made its first requisition on the States, 
calling for |;5.000,000. 

Up to this time there had been a constant effort to esti- 
mate probable expenses, and to regulate the issues of paper 
according to the probable needs. This is as far, however, 
as unity in budgetary procedure had been developed. The 
ease with which revenues were secured by the emission of 
bills of credit had not been favorable to carefulness and ac- 
curacy in adjusting revenue to needs. But with the year 
1778 conditions are altered. The paper money begins to 
depreciate alarmingly; greater efforts are made to increase 
the receipts from loans; and taxes come into a position of 
greater importance. These facts lead to improvements in 
budgetary methods. 

(B) Ilie Development of Unity in Budgetary Pnx^edure. 

During 1778 the Treasury Board, acting as a committee 
on ways and means, continued to submit its reports; and 
they were the occasion for the emission of the pai)er 

'Xofcnilicr 89. 
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money issued during the year. The first half of the year 
saw no change in budgetary methods. But, as the depreci- 
ation of the bills of credit increased, and the financial situ- 
ation became more difficult, it was evident that, in the 
future, the dependence of Congress must be upon taxation. 
To this fact we can safely attribute a change in procedure 
which now occurred. 

In August, Congress set apart three days each week for 
the special consideration of the finances.^ In the same 
month,- also, the Standing Committee on Finance was ap- 
pointed, " to consider the state of the money and finances 
of the United States, and report thereon from time to 
time." Robert Morris was chairman of this committee, 
which, in November,' submitted a " plan of finance " for 
the ensuing year. Prom the action taken by Congress we 
can infer that this plan was intended to provide, first, for 
the security and ultimate redemption of the bills of credit; 
and, second, for the expenses of the ensuing yearr A dili- 
gent search among the manuscripts in the library of the 
State Department has brought to light only that part of 
the plan which relates to the bills of credit. This contem- 
plated the withdrawal of 846,000,000 of the notes from cir- 
culation, and the gradual redemption of the others^ 

Congress considered this plan in committee of the 
whole for many days, and finally* called on the States for 
$15,000,000 for the expenses of the ensuing year, and for 
$6,000,000 annually for eighteen years, as a fund for sink- 
ing the loans and issues of the United Statesi Undoubtedly 
we may regard this action as a budgetary forecast and pre- 
vision for the whole of the public debt, and at least a large 
part of the expenses for 1779. It seems probable, also, 
that this act carried with it the authorization of many of 
the regular expenses for this year* In the Journal of 
Congress we find no appropriations for such purposes dor- 

1 August 12, 13, 1778. 

«A 

« Nov. 10. 

« Dec. 16, 81, 1778; Jon. 2, 1779. 
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ing 1779; while an act of September 15 makes it evident that 
expenditures are being made under the direction of the 
heads of deparcments, in accordance with the authorized 
appropriations. 

Unfortunately, the States complied but poorly with the 
call of Congress for taxes. More than this, the depreci- 
ation of the paper money steadily increased, and rendered 
these last measures of Congress quite ineffectual. The Treas- 
ury Board brought in frequent reports, in accordance with 
which $140,000,000 in bills of credit was issued during the 
year. By May* the paper had so far depreciated that Con- 
gress added $45,000,000 to the quotas of taxes required for 
that year. Shortly after, on the occasion of a similar re- 
port, it was decided to open another domestic loan of 
$20,000,000. By the close of the year, the issues of paper 
had been exhausted; and Congress was thenceforth obliged 
to look to taxes and to loans for the revenue necessary to 
conduct the government. Thus the "plan of finance" 
proved a complete failure, owing in large part to the refusal 
of the States to respond to the demands of Congress. All 
this, however, does not prevent the acts of December, 1778, 
from constituting a definite advance in the formal order- 
ing of the national finances.. 

Up to this point we have not considered the foreign 
loans secured by the United States. These did not yield 
large sums until 1780; and were, at the start, devoted to 
the payment of interest on the domestic debt. They were 
not included in the annual estimates until a later period. 
Even then, there was a separation of the expenditures at 
fhe treasury and those made in Europe. 

We now come to the provisions for the service of 1780. 
On October 6, 1779, Congress made a requisition on the 
States for $15,000,000 monthly for eight months. In this 
it is noticeable how greatly the amount of the requisition 
has been increased by the depreciation of the bills of 
credit. But Congress did not dare to depend on the State 
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to provide sufficient taxes iu money, and was fearful for 
the future of the paper currency. Accordingly, specific 
supplies were called for. On December 2, the Board of War 
was directed to report an estimate of the provisions re- 
quired to supply the army for one year, and the Marine 
Committee was instructed to report an estimate of the pro- 
visions necessary for the navy. Then a committee was 
appointed to devise means of procuring such supplies, 
and it was decided to resort to specific requisitions on the 
States for this purpose.* Early in 1780^ a general requisi- 
tion was made for the supplies necessary for that year. 
Thus, despite the inattention of the States to its call for 
taxes, Congress continued to make provisions for the needs 
of the ensuing year. 

In March " Congress passed the "Forty for One Act," and 
practically repudiated the bills of credit. After this the 
specie basis was restored, and the States were called upon 
for $3,000,000 in specie for the immediate expenses of gov- 
ernment.* In the last of the year provision was made 
for the service of 1781, and a requisition for ^,000,000 was 
voted.' This was payable partly in specie and partly in 
specific supplies. Unfortunately the Journal for this year 
is so incomplete that it is impossible to ascertain from 
what sour^^es Congress obtained the estimates upon which 
this requisition was based. 

At the opening of 178 L the condition of the finances was 
so critical as to call for immediate attention. Congress sent 
to the States a most earnest appeal, asking that §379,000 
be immediately forwarded for the pay of the army; and 
that, in the future, requisitions be promptly complied with • 
Early in February ' Congress asked for authority to lay a 

I Dec. 11. 14. 
a Feb. 25. 
« Mar.h 18. 
* Auifust 26. 
» November 4. 
•Jan. 16. 1781. 
T Feb. 8, 7. 
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five per cent duty on imports, the proceeds of which 
should be dtvoted to discharging the principal and interest 
of the public debt. During this same month Robert Mor- 
ris was appointed Superintendent of Finance, and thus a 
more efficient administration was secured. A protracted 
consideration was then given to the subject of finance. On 
March 16 a requisition was ordered for §6,000,000, payable 
in quarterly installments, commencing with the first of the 
following June. 

A committee was then appointed "to estimate and state 
the amount of debts due from the United States, with the 
necessary estimates for the current year, ... in 
order that the same may be laid before their respective 
legislatures. " Fortunately, this report is contained in the 
Journal; ' and it deserves attention as the first complete 
financial statement that has been preserved. The report 
contains, first, a statement of the public debt reduced to a 
specie basis; second, the estimated expenses of the current 
year; and, third, the total revenues at the command of 
Congress for the whole of 1781. The necessary expenses 
were estimated at ?19,407,000; while the total resources, 
supposing that the States should pay in full the existing 
requisitions, were only $17,668,000. In an earlier chapter 
it has been shown how far these estimates of expenditures 
exceeded the actual amount which the government was 
able to expend.^ 

In the fall the Board of War was called upon for esti- 
mates of the expenses of the military establishment for 
fhe ensuing year. The report submitted by the Board was 
referred to a committee of three members, which added the 
estimates for the civil list. On October 30 and November 2 
Ck>ngress voted a requisition of $8,000,000 **for the war 
department and civil list the ensuing year." Strangely 
enough, it appears that the Superintendent of Finance saw 

I Appendix, AprU 18. 1781. 
•8m p. 175. 
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nothing of the estimates on which this actiem was founded/ 
although in former years the heads of the treasury 
department had been consulted in such matters. On No- 
vember 17 Morris forwarded to the governors of the States 
this act for raising the supplies for 1782.' 

It will now be necessary to refer to the development of a 
system oi appropriations. The earliest methods of applying 
public moneys have been already explained.' As time went 
on, and more complete estimates were formed for the serv- 
ice of the ensuing year, the expenditures thus authorized 
were made under the direction of the executive depart- 
ments.* Congress continued to pass laws that authorized 
new and unforeseen expenditures; but« by making general 
provision for necessary expenses, it relieved itself of the 
necessity of constantly appropriating petty sums, and such 
action became less frequeut. But in appropriation bills 
there was little effort to specify the objects and amounts 
of expenditure, except in the most general way; and the 
greatest latitude was consequently left to the executive 
officers. So far as can be ascertained, it seems probable that 
Robert Morris was the only head of the treasury depart- 
ment that did not divert large sums from the original ob- 
jects of appropriation, and apply them to other purposesj 

As fast as the work of the government developed, cur- 
rent expenses were fixed by law. By repeated acts the 
establishment and pay of the army and navy were regu- 
lated.* As the executive departments were established, 
the number and the salaries of the officials were deter- 
mined; and the expenses of the "civil list'* * thus regu- 

1 Sparki, Diplomatic CorrespoDdeooe, XIT. 8-4. 
« Ibidem, 18. 

* See p. SM et leq. 

* See Journal of Congnm, Sept 15, 1770; June S8, 1781. 

* Journal of Oongreat, June 14, 15. 16, Julj 95. Not. 88. Dec. 0. 1775; Maj H l^OT* tB, 1799 ; 
MaySr, 1778. 

* This term is eridenti j borrowed from England, but is used in the Jounals of Oamgnm 
and elsewhere to denote the entire ciTil establishment. This isdilbraotftoiiittelMll* 
nioal meaning giren to the word in the English budget, see pjlii. 
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lated. In 1780* the salaries of the entire establishment 
were readjusted; and, two years later, the expenses of 
foreign envoys and officials were brought under stricter 
control.' 

In 1777 ' it had been resolved to pay the interest on the 
domestic loans with the money secured in Europe. In ac- 
cordance with this plan Congress was obliged each year to 
make an appropriation for this purpose.* This continued 
to be done until March, 1782, when such payments could 
no longer be made. Private claims, during a.11 this period, 
were first examined by the treasury department; and then 
referred to Congress, by which body payment was ordered, 
in case the claims received favorable action. 

Thus by 1782 some degree of order had been established 
in the authorization of expenditures and the application of 
public money. The expenses of the army, navy, and civil 
list were provided for by a reasonable number of appro- 
priations, most of which were included in the annual ap- 
propriation bill. The payment of interest on the public 
debt was authorized at more or less regular intervals, and 
private claims were passed upon by Congress as fast as 
they arose. 

The budgetary legislation of 1782 now claims attention. 
In this it is possible to trace the skillful hand of Robert 
Morris. In January ^ Congress called upon the Secretary of 
Foreign Affairs for estimates of the expenses of foreign 
ministers, with a view to exercising more control over 
these expenditures, which had been in the past loosely 
managed. In July Morris urged upon Congress the neces- 
sity of providing "solid funds for the national debt, " and 
advocated for this purpose direct and indirect taxes, to be 
raised by the general government. ' This was in line with 

1 ABCWt 11. Sept. 18, Sept. S5. 

* Jouraal of Congreti, Jan. 8, June 5, 1782. 

^iLf. lonnuil of Congress, August 3. 1780. 
%17n. 
Uplomatlo Correspondence, XU. S11-S38. 
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?2jX«X»>X», and that further requisitions should be suspended 
until the result of the attempt to secure a foreign loan 
should be known. 

Thus the years 1781 and 1782 witnessed the establish- 
ment of a large measure of unity in the budgetary pro- 
cedure of Congress. All the ordinary expenses of the 
government, including the greater part of the war exj^en- 
ditures, were provided for in a single enactment, which 
also fixed the amount of the requisition for the ensuing 
year. In 1782 separate provision was made for the domes- 
tic interest, but this did not impair seriously budgetary 
unity. The first steps in the establishment of this system 
were taken at least as early as 1778 in the "plan of finance'* 
adopted for the service of 1779. During 1779 and 1780 Con- 
gress still attempted to appropriate in a single enactment 
for the expenses of the following year, and to provide the 
supplies necessary for this purpose. In this way a unified 
budget system was finally established . 

At first thought one might be inclined to attribute the 
development of such a budget to the influence of English 
precedent. But the previously described investigations into 
the financial methods of the colonial period have shown that 
in one or two colonies budgetary unity was developed 
before 1775. If, then, we are to look upon the action of 
Congress as an imitation of methods elsewhere existing, 
it becomes necessary to admit that earlier colonial exper- 
ience would naturally exercise a stronger influence than 
even contemporary English procedure. But such an expla- 
nation is insufficient since other elements must be taken 
into consideration. To these some reference has already 
been made. 

It is evident that the introduction of really unified budget 
management dates to the "plan of finance" adopted in 1778. 
Now, it was in that year that the depreciation of the paper 
money, and the threatened exhaustion of this source of 
xevenue, brought taxation into a more important position 
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than it had previously occupied among the possible sources 
of income. From this time on Congress began to make earn- 
est efforts to secure by the system of requisitions a consider- 
eable portion of the funds necessary to carry on the war 
This fact necessitated a change in budgetary methods. 

The ease with which money had been obtained previously 
by the issue of bills of credit had rendered unnecessary 
an exact adjustment of revenue and supply, although some 
efforts had been made in that direction, as we have seen. 
But the development of the requisition system made such 
an adjustment an absolute necessity. The States had by this 
time begun to insist on their own claims of sovereignty; and, 
the first patriotic fervor abating, there had apj^eared those 
jealousies and selfish bickerings that characterized the en- 
tire history of the Confederation. No State, therefore, 
was willing to raise in taxes for national purposes a cent 
more than the amount which it believed to be its fair 
quota under the requisition system ; and it was certain that 
'all would insist that Congress should so adjust revenue to 
supply as to make it clear that all taxes demanded were 
reasonable and necessary. It is a matter of history that, 
as long as the system of requisitions was continued, the 
States were constantly complaining that the taxes required 
were excessive in amount and unfairly apportioned. In the 
case of the requisition made on September 10. 1782, we find 
eight States seeking to shift to the shoulders of others a 
portion of the quotas assessed upon themselves. 

All this is, as we have seen,^ a characteristic feature of 
the financial history of all confederations. In such unions 
there is always "a jealous reckoning of advantages and 
sacrifices" among the various members; and it is, there- 
fore, necessary to secure an exact adjustment of income 
and expenditure, and an accurate apportionment of 
financial burdens among the different units. This is 
exactly what took place in the Continental Congress; and 

1 See p. 2t9. 
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we find such a budgetary procedure adopted only when it 
became clear that, in the future, greater dependence must 
be placed upon the requisitions on the States. To this fact 
we must ascribe the chief influence in the development 
of budgetary unity. 

Of course, this conclusion does not exclude the possi- 
bility of outside influence. But this, if it operated at all, was 
unable to produce unified budgetary methods until the 
adoption of the requisition system made such action neces- 
sary. English and colonial experience may have served to 
facilitate the growth of the system that was finally developed ; 
but the existence of such possible influences is not, in itself, 
a sufficient explanation of the course of budgetary develop- 
ment. The very conditions under which Congress existed 
made budgetary unity of some sort an absolute necessity; 
and thus the adoption of the requisition system appears to 
have been the fundamental cause of the development of 
the budget in the form in which we find it in 1782. A final 
fact will strengthen this conclusion. Most of tLe European 
expenses of the United States were defrayed out of the 
proceeds of foreign loans, and the greater part of the 
money so expended did not pass through the treasury. 
Now these expenditures were not all included in the bud- 
get. Millions of dollars were spent in this way, and never 
accounted for. Evidently, Congress cared very little 
about securing budgetary unity in any case wuere there 
was no need of immediately levying requisitions to meet 
fhe public needs. 

(O Tlie Budgetary Methods of the Later Years of the Confed- 
eration. 

In 1782 budgetary methods seem to have crystallized in- 
to a form which was thereafter maintained. In one 
point, however, we shall have to notice a retrogression 
which is extremely significant, as indicating a change that 
had taken place in the character of Congress. 
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In 1783 the army was disbanded, and the expenses of 
government began to be reduced by Morris to the lowest 
possible figure. But the responses of the States to the 
requisitions of 1781 and 1782 were very tardy and inade- 
quate; and, even from the beginning of the year, the 
financial situation was extremely critical. Congress sought 
to provide for the funding of the public debt, but was 
finally* obliged to resolve that for the present all effort 
ought to be confined to providing for the interest. Then 
Morris was called upon for an estimate of the principal of 
the debt up to January, 1783.^ Shortly after a committee 
was appointed " to consider ways and means of supporting 
public credit. " On March 18 this committee brought in a 
report which was discussed for several days. Finally* it 
was resolved to ask again from the States authority to levy 
duties on imports; to urge that by other taxes the States 
should provide substantial revenues of ?1, 500,000 annually; 
and to request that all States that had not already ceded to 
Congress their claims to western lands, should at once do 
so, as a means of establishing harmony and hastening the 
extinguishment of the debt.* This resolution was to be 
accompanied by an address prepared by Hamilton, Madi- 
son, and Ellsworth/ in which the necessity for such action 
was set forth; and also by Morris's statement of the public 
debt." 

During the remainder of the year. Congress waited for a 
reply to its recommendations, and made no provision for 
the service of 1784. All the efforts of Morris, Hamilton, 
and others were exerted to secure from the States the 
power to levy the impost; but the request was again re- 
fused, and the financial situation remained unaltered. 

1 Jan. 80, 1783. 
3 Feb. 
■April 18. 

* Cf. Resolutions of Sept. 6, Oct. 10, 1780. 
•April 24, 29. 

* Joumal.'of Conj^ress, April 29. 
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Thus at the beginning of 1784 no provision had been made 
for the service of that year, but it was not until April that 
Congress made up the budget. It was desired to provide 
if possible for the interest on the debt as well as for the 
running expenses of government. Continuing the cus- 
tom of 1782, the estimates were prepared by a grand com- 
mittee of which Mr. Jefferson was chairman. "We possess 
a letter* written by Morris to Jefferson, transmitting esti- 
mates for the civil list, which he placed at $184,300. The 
budget^ presented by the grand committee contained the 
following estimates and recommendations. 

I. Necessary expenditures: 

The civil department $107,5*25 

The military departmeut iiOO.(K)J) 

The marine department 3().000 

Indian department CO. OiW 

Contingencies W,ir00 §457,525 83 

Deficit oa service of 1782 and 175*3 1,000,000 

Interest on foreign debt §142,048 

Interest on domestic debt, with arrears 3.6Htl.0«) 4.022,078 



Total expenditures $5,480,203 33 

II. Resources of the government: 

Balance due the government on requisition of October, 17bl $•">. 513,488 28 

Balance due on requisition of October, 1782 2.000,000 00 

III. Revenue measures recommended : 

Since these balances remained due on the former requi- 
sitions, it was recommended that the expenses of 1784 be 
met by calling on the States for a part of the taxes already 
due. The committee proposed that ^,577,591 should be 
called for immediately. This would leave nearly §900,000 
of the estimated expenses unprovided for; and it was sug- 
gested that this deficiency might be met by calling on 
those States that were better able to pay more than their 
quotas assigned under the requisition, assuring them 
that any such surplus payments would be placed to their 
credit with interest. Since, moreover, a part of the 
money required was to be used for payment of domestic 

1 Sparks, Diplomatic Correspondence, XII. 468-478. 
* Jonraal of Congress. April 5, 1784. 
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interest, it was recommended that one-fourth of the requi- 
sition should be made payable in indents, or the certificates 
issued by the loan officers for the interest on the domestic 
debt. Manifestly, this expedient would bring into the 
treasury no additional money income; but it would lessen 
the arrearages of interest, and would make it easier for the 
States to comply with the requisition. 

Singularly enough, these estimates make no mention of 
foreign loans as possible resources for the year; although 
at about this time John Adams was endeavoring to secure 
a loan in Holland.* In the committee's report there is an 
admission that the requisitions of former years had been 
excessive in amount, and beyond the ability of the States. 
The committee, then, was wise in limiting the requi- 
sition to the financial ability of the States; but the recom- 
mendation that the deficiency still unprovided for should 
be made up by voluntary advances from the richer States, 
was, in the light of past experience, extremely weak and 
inadequate. 

Although the fourth month of the year was passing, Con- 
gress delayed the consideration of these estimates for 
some time. A motion was made to refer the estimates to 
the Superintendent of Finance for his consideration.' but 
this was lost. We have, however, two letters ^ that Morris 
wrote to the President of Congress and one of the other 
members on this subject, in the previous month, 
while the grand committee was preparing the estimates. 
Finally, on April 27 and 28, definite action was taken, and 
the expenditures were placed at the following figures: 

For ordinary service of government.. $457,525 33* 

For interest on foreign debt 384,254 00 

For interest on domestic debt 1,970,760 00' 

For arrears on service of 1782, 1783.. 1,000,000 00 



^,812,539 38 



1 Bayley, History of the National Loans, 311, 313. 
'April 5. 

* Sparkfs Diplomatic Correspondence, XII. 178-4^1. 

* As estimeited by the committee. 

* Thlji omits proTisioD for interest for the current year* 
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The States were then required to pay during the year 
$2,670,987.89 on the balance due on former requisitions, 
one*fourth of this sum being made payable in indents. 
For the deficiency of more than 81,100,000 no provision 
was made. 

In these tardy and inadequate budgetary measures we 
have a reflection of the changed position and character 
of Congress at this time.* The war actually over, need 
for the existence of a general government became less ap- 
parent; and the influence and authority of Congress natur- 
ally declined. Feeble as that body had been during its 
entire history, it now more nearly approa<;hed complete 
impotency. This popular indifference and even hostility 
gradually reacted upon the composition and character of 
Congress, and long delayed and inadequate budgetary 
legislation was the result. For this the unreasonable 
timidity and incorrigible selfishness of the States were re- 
sponsible. 

The financial measures of the next four years are con- 
cerned with the attempts of Congress to adjust the public 
accounts, provide for the redemption of the debt, and 
secure the revenues necessary to defray the ordinary ex- 
penses of government. The accounts awaiting settle- 
ment were enormous in number and confused beyond all 
conception. Morris had already taken in hand this task, 
and numerous acts were passed providing for the adjust- 
ment of these accounts.^ By 1788 some progress had been 
made in the work of liquidating the public debt. 

Congress attempted to provide not only for the interest, 
but also for the principal of the debt. The receipts 
from the sales of the lands ceded by the States were set 
aside as a fund for the ultimate redemption of the princi- 
pal. When it finally became evident that the right to levy 
federal imposts would not be granted to Congress, in 
accordance with its request of 1783, a final effort was made 

iMcMoater, L 180-189; Fiske, Critical Period, chap. ill. 
• See Bolles. 1. 883-840. 
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to secure such a power J This failing. Congress gave up 
all attempt to redeem the principal of the debt. In 1787 
installments of the foreign debt became due,* but these had 
to remain unpaid until after 1789; while the interest on the 
Spanish and French loans fell into arrears. Interest pay- 
ments were continued in the case of the Dutch debt by 
contracting further loans which were applied to that pur- 
pose.' 

The financial weakness of the government appears all the 
more clearly when we come to the history of the budget 
during the last years of the Confederation. The weakness 
of the requisition system, although manifest from the very 
start, was admitted by Congress in a very practical way, 
when in 1784 it called for the balance already due from the 
States, instead of laying a new requisition. Some of the 
States had contributed much more than others; * and, under 
such conditions, naturally objected to making further pay- 
ments.' There was constant difficulty in securing an ap- 
portionment of the quotas, and no final adjustment of this 
question was secured until after 1789. Meanwhile the 
sums paid on tne requisitions were considered as loans 
from the States. In earlier chapters these subjects have 
been discussed more at length, and ,it has been shown how 
partially the financial demands of Congress were complied 
with. 

In the manner of forming and voting the annual budgets 
we notice no important change from the procedure of the 
earlier period. In 1785 the estimates were prepared by a 
grand committee, but after that year this work was given 
over to the Board of Treasury, then at the head of the 
finance department. In 1787 and 1788 the reports of the 
Board were submitted to special committees before they 
were considered by Congress. The budgets were no longer 

1 February, 178d. 

> Journal of Congress, Feb. 15. 1786: St&tA Papers, Finanee. 1.26. 27. 

' Bay ley. National Loans, 813 et seq. 

* See Journal of Conjrress, Feb. 3, 1783. 
» Journal of CougresB, Sept. 8, 1785. 
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formed in advance of the years to which they were to ap- 
ply; and each year this work was longer delayed. In 1785 
the budget was not finally adopted until September 27; in 
1786 final action was delayed until August 2; in 1787 until 
October 11; and in 1788 until August 20. This fact of de- 
lay is significant of the diflSculties under which Congress 
labored. 

In other particulars few changes occurred. Congress 
continued to pass upon private claims,' and to make a few 
si>ecial appropriations outside of the annual budget.^ Even 
in the annual acts, appropriations were authorized in the 
most loose and general form ; and the same latitude was 
given to executive officials that existed in earlier 
days. Only a portion of the European expenses was in- 
cluded in the budgets. The payments of interest on the 
Dutch debt were made out of funds raised in Europe by 
loans, and only a small part of the salaries of foreign 
officials was paid out of the treasury.^ In this res^^ect 
budgetary unity was seriously impaired ; but, since these 
foreign expenses were not met by requisitions, there did 
not exist here the same demand for careful adjustment that 
we have found in the case of the money expended at home 
In the report of September 30, 1788, we have a statement 
of the foreign transactions of the government. 

1 Journal of Confcress, May 6, 17*4; S«»pt. 29, 17S5; July «i, 17S«. 

* Journal of Congress^ June 3, 1784; Oct. 20. I7i*6; Oct. 3, 17S7. 

* Bee pp. 181, 185. 
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CHAPTER IV. 

COXTROL OP THE FINANCES. 
BIBLIOaRAPHT. 

Adams, Control of the Purse in the United States; Bas table. 
Public Finance ; Bolles, Financial History of the United StcUeSj 
I. ; Cohn, Finamn^issenschaft ; Goodnow, Comparative Adfninistra" 
live Law; Guggenheimer, Development of the Executive D^mri- 
ments; Journals of Congress, 1775-1788; Gilpin, Madison Papers; 
Parnell, Financial Reform; Stein, Finamwissenschaft; Sumner, 
The Financier and the Finances of the American Revolution; 
Roscher, Finamicissenschaft; Wagner, Finamxcissenschxift^ I. 

Our view of the finances of the United States at this 
period can be completed by a consideration of the attempts 
made by Congress to develop methods of financial control. 
Such a control is a necessary condition of any well ordered 
administration of a state's finances, and its exercise under 
the old Confederation lay almost wholly with the Conti- 
nental Congress. 

As we have seen, control of financial administration con- 
sists in imposing effective checks on the collection and ex- 
penditure of money and in a thorough investigation into the 
application of all public funds. The exercise of such a 
control may in part lie with the executive and judicial de- 
partments, as well as with the legislative.' But it has 
been found that, if the legislature is to have the most ef- 
fective direction of financial matters, it must perform a 
large part of the work of controlling the administratioai 
Otherwise, the best methods of budgetary procedure may 

I See Goodnow, II. 140-143. 
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fail to secure a strict application of public moneys in ac- 
cordance with the intention of the legislature. ' 

Since the Continental Congress united in itself both 
legislative and executive authority, the problem of the 
control of the financial administration presented itself in a 
peculiar form. Congress had to deal, not with an execu- 
tive department co-ordinate with itself, but merely with its 
own servants employed in performing the routine work of 
the treasury, and with the committees selected from its 
own members for the purpose of superintending the 
financial transactions of the government. Thus it lay in 
the power of Congress to make its control over the admin- 
istration as absolute as possible, but an ignorance of the 
proper methods to be employed prevented the accomplish- 
ment of this end. 

This result is in no way surprising. The lack of previ- 
ous exi)erience would not justify the expectation that Con- 
gress would devise means of securing an economical ap- 
plication of the large sums devoted to war expenditure, a 
task which is, under the best circumstances, attended with 
extreme difficulty. At this time, moreover, methods of con- 
trol were very imperfectly developed in older countries. 
Even in England, where legislative direction of taxation 
and appropriations had been most firmly established, Par- 
liament had devised only a very imperfect system of con- 
trolling the issues of public money from the Exchequer.^ 

From the very. incomplete material which is available 
the following steps can be traced in the development of 
methods of financial control. We will first consider the 
constitution of the department of finance. 

Since the business of the treasury was at first superin- 
tended by the Committee on the Treasury and the Treasury 
Board, both of which were composed of members of Con- 

1 On the general subject of financial control see, Roscber, Finanzwissenschaft, sees. 154< 
1S5; Bastable, 068-672; Warner, Finanzwissenchaft, I. 901-.3i?4; Cohn, sec. 172; Ooodnow, II. 
MS-«06; Stein, I. 425-459, II. &I-69. 

>Butable. Public Finance, 668-669; Parnell, Financial Reform, chap. 11. 



256 BULLETIN OF THE UNIVERSITY OF WISCONSIN. 

gress, that body had constant communication with the 
heads of the finance department; and no question of fur- 
ther control presented itself. In the Board of Treasury 
appointed in 1779, there were, besides two members of 
Congress, three commissioners who were not members of 
that body.' In 1781,'* when a Superintendent was placed at 
the head of the department, the question of control became 
a real one ; but Congress did nothing more than to prescribe 
with considerable minuteness the duties and powers of 
this official. With the establishment of the new Board of 
Treasury in 1784,* Congress provided that none of its mem- 
bers should engage in "any trade or commerce whatsoever," 
a i^rovision that has been incorporated in our present 
laws regulating the Department of the Treasury. This is 
as far as Congress felt obliged to go in the direction of 
placing formal restrictions on the head of the finance depart- 
ment. We shall see, however, that there existed other 
methods of control. 

The subordinate officers of the treasury were required 
to take an oath to perform faithfully the duties attaching 
to their positions, and could be removed by Congress; or, 
in some cases, could be suspended by the heads of the de- 
partment.* The "Continental Treasurers" appointed in 1775 ' 
were required to give bonds in the sum of one hundred 
thousand dollars for the faithful performance of their office. 
But it does not appear that this was required of subsequent 
treasurers, or of other treasury officials. Until the time of 
Morris, the heads of the department did not have full con- 
trol over these subordinate officers. This division of 
authority between Congress and the five members of the 
Board of Treasury rendered it impossible to fix responsi- 
bility, and to secure an effective supervision over the 
operations of the treasury. 

1 Journal of Confirress, Julj 30, 1779. 

* Journal of Congress, Feb. 7, 1781. 
» May «7. 1784. 

* See resolve of July 29, 1779. 
» July 29. 
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A second point of importance is the matter of public ac- 
counting and financial reports. "We have already seen 
that, up to the time of Morris, the accounts of the treas- 
ury were confused; and were never punctually settled. 
The facts that Hamilton was obliged to estimate in round 
numbers the expenditures for 1760, and that many public 
oflBcials refused to furnish any accounts of money en- 
trusted to them, are significant of the confusion that must 
have existed. At the same time, there was, for many 
years, no regular system of finance reports. Congress 
from time to time called upon the treasury officials for in- 
formation, and also had continually in its presence the 
members of the Treasury Board. But it was 1781^ before 
an attempt was^ma<le to secure regular statements of the 
receipts of the government. With poor accounting and 
an absence of regular reports, it was, manifestly, impossi- 
ble for Congress to exercise an effective control. We must 
remember, however, that, at this" time, the advantages of 
publicity in financial transactions had not been generally 
recognized in most European countries;- and that the 
course of Congress in this matter i3, therefore, less sur- 
prising. 

When Morris became Superintendent of Finance, he in- 
tended to publish quarterly reports of receipts and ex- 
penditures.' His experience had already taught him the 
necessity of such publicity. But the desperate condition 
of the treasury at the end of certain quarters led him to 
postpone until 1785 the publication of his quarterly state- 
ments, which we have in the Report of 1785. He did, how- 
ever, secure a prompt settlement of public accounts; and 
furnished Congress and the States with frequent reports 
on financial matters. After his time publicity was to a 
large extent secured in all financial transactions. Yet, in 
fhe Federal Convention of 1787 there existed a feel- 

1 Jonrnal of Congreits, Feb. 0, 17H1. 

* See Roficher, i'MoanzwisseDschaft, sec. 5; Bastable. G4'2, 643. 

* See Sumner, Financier, 11. 125; Robert Morris, 114, 115. 
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ing that, while it is necessary to have regular reports 
of the public expenditures, still "many operations of fi- 
nance can not be properly published at certain times."* 
Even after 1789 the House of Representatives had to en- 
gage in a determined struggle with the Treasury Depart- 
ment before it established its right to have laid before it 
at all -times full information concerning the condition of the 
finances.'' The public accounting was vastly improved by 
Morris; and, after his resignation, it was not allowed to 
fall into the coufusion that had previously characterized it. 
In the Report of 1790 we have the accounts of the govern- 
ment from February 20, 1781. to September 12, 17S9, when 
Hamilton assumed the management of the Treasury De- 
partment. 

A third matter of the greatest imix)rtance in any system 
of financial control is that of checks on collection and issue. 
The weakness of the methods adopted in collecting the 
revenues of the government has been discussed in another 
place.' The loan office receivers, who acted also as receiv- 
ers of taxes, were not under definite legal restrictions un- 
til 1785; while the system of Continental receivers of taxes 
was of short duration. An adequate system of checks over 
the issue of public moneys was not established in the treas- 
ury itself until 1778,* while large sums were placed in the 
hands of individuals and committees and expended by 
them. In many such cases, we have seen that no accounts 
were ever rendered of such expenditures. In this matter 
Morris instituted some of his most important reforms. 

But Congress had little control over the actual objects 
of expenditure, owing to the fact that it did not make ap- 
propriation bills sufficiently specific. In an earlier chapter 
we have had occasion to consider more at length the gen- 
eral character of the appropriations at this time. Suffice 

1 See Maaison Palmers, l^?*>. IS-^l. 

> See Adams Control of the Purse in the United States, 135-lS:. 

' See pp. 191. IW. 

«Seep. 194. 
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it to say, at this point, that, in spite of all systems of 
checks and balances between the different treasury officials 
who had charge of the issue of public money, there was a 
constant diversion and transfer of funds from the objects 
of expenditure contemplated in the original appropriations. 
We have seen that Morris alone of the heads of the depart- 
ment felt the evils attending such proceedings.* In 1783^ 
a committee of Congress reported that large sums had been 
jjaid out of the treasury, " of which no appropriation is to 
be found on the public journals of Congress. Several of 
them remain to be accounted for." 

There was still a fourth method by which Congress at- 
tempted to strengthen its control over the finances. This 
was the commonly employed system of investigations by 
congressional committees. This had been a favorite ex- 
pedient with Congress from the earliest years of the war, 
and the method came to be generally applied to all the ex- 
ecutive departments. In an earlier chapter* we have con- 
sidered the Standing Committee of Finance, which was ap- 
pointed in 1778, "to consider the state of the money and 
finances of the United States, and report thereon from time 
to time." This committee presented frequent reports, and 
through it Congress gained a direct oversight of the opera- 
tions of the treasury. In 1780 and 1781 there were insti- 
tuted those sweeping investigations of the finance depart- 
ment, to which we have already referred.* Thus was in- 
augurated another method of obtaining a more vigorous 
supervision of the finances. 

It remains to speak of the methods of auditing the pub- 
lic accounts. Manifestly, without an effective system of 
audit, all other attempts to control financial administration 
must prove futile. A step was made in this direction when 
Congress instructed the first Committee on the Treasury 

I8eep.804! 

* Journal of Congress, Sept. 80. 
« See p. 193. 

* Bee p. 106. 
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to examine the accounts of the treasurers, to employ per- 
sons to keep the public accounts, and to report the state 
of such accounts to Congress from time to time." At 
nearly the same - date it was required that all committees 
and individuals who had had public money placed in their 
hands should "lay before Congress an account of the ex- 
penditure of the same." As we hav^ already seen, such 
accounts were in many cases never rendered. 

When the treasury establishment was remodeled in 
1778' a more elaborate system of audit was introduced; 
and in the re-organization during the following year * the 
methods were improved and simplified. In 1781 * further 
changes were made, and the procedure within the treasury 
department was given the form which it retained until the 
end of the Confederation. 

In the earlier years of its history Congress seems to 
have taken no regular part in the work of auditing the 
accounts of the treasury officials. We have seen, however, 
that through investigating committees some oversight of the 
affairs of the department was secured. This was increased 
when committees were regularly appointed to prepare esti- 
mates of the annual expenditures, a subject which we 
have considered in the last chapter. But it is evident 
that Congress did not appreciate the importance of a separ- 
ate examination of the accounts of public officials by legis- 
lative committees. This was done where dishonesty was 
suspected, as in the case of Deane. But Franklin was un- 
able to secure a settlement of his affairs,* and Morris did 
not secure a final settlement of his accounts as Financier 
until after 1789.' Congress, did, it is true, investigate the 

administration of Morris in 1783.' But Morris's report of 

. — — — ~-~ 

1 February 17, 1776. 
« January 5, 1776. 

• September 2o. 

• July »). 

• September 11. 

• See p. 197. 

^ See Sumner, Financier, II. 20S-211. 

• June 17, 1783. 
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fhe receipts and expenditures was not submitted until 1785/ 
and the commisisioners appointed to examine it seem to 
have rendered no report. In 1788,' a congressional com- 
mittee brought in a report of the receipts and expendi- 
tures from 1784 to 1788. This seems to have been the 
first step toward any system of congressional audit. Such 
methods, indeed, were not in use in England until after 
1832 ; and it was twenty years after the adoption of the 
present Constrtution that the Committee on Public Ex- 
penditure was appointed in our own House of Representa- 
tives.' Thus the lack of an adequate system of audit in- 
tensified all the other weaknesses in the control of the 
finances. 

1 Report of 1785. 

* September 30. 

> See Bastable. Public Floance, Cr(M)71. 
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CONCLUSION. 

The results of the financial development of the United 
States during the period covered by this essay are of the 
greatest importance for the later history of our national 
finances. We have been treating of a time of transition, 
during which thirteen comparatively isolated colonies en- 
tered into an intermediate stage of loose political connec- 
tion, and finally completed an enduring federal union. In 
the national finances we find a series of tentative experi- 
ments that demonstrated the necessity of a substantial 
system of federal finance, and paved the way for its estab- 
lishment. During these years the United States is found 
repeating the experience of similar confederations, and 
furnishing an interesting illustration of the financial weak- 
ness of such associations of states. 

But the old Confederation served as sometliing more 
than a horrible example for the profit of its successor. To 
the new government the old Congress bequeathed a very 
substantial part of its financial methods, so that the year 
1789 marks no sharp break from the procedure of the 
earlier formative period. A brief summary will show the 
importance of the positive contributions derived from the 
time of the Confederation. It will also appear that these 
years are characterized by a gradual transition and contin- 
uous development from the primitive methods of colonial 
days to the completed system of federal finance. 

The Continental bills of credit did something more than 
serve as an example of the evils of an irredeemable paper 
currency. The colonies in 1775 were unused to heavy and 
continued taxation, and unwilling that any central author- 
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ity should attempt to tax them. The bills of credit, to- 
gether with the foreign loans, bridged over the years that 
had to intervene before the political unripeness of colonial 
times could be replaced by a willingness to incur sacrifices 
for the general good. The weakness and disorders of the 
Confederation finally showed the necessity of taxation 
directly by the general government, and led the Federal 
Convention to confer this power upon the Congress of the 
new Constitution. But this is not all. The subsequent 
forms of federal taxation were greatly influenced by the 
experience of these earlier years. The difficulty which the 
Continental Congress encountered in apportioning quotas 
of t/axes directly among the States, led to a feeling that 
indirect taxes were the form best suited to the use of the 
general government. These taxes reudered an apportion- 
ment unnecessary, while, at the same time, it was thought 
that they were less felt and less odious than any others. 
Furthermore, customs duties were preferred to excise, as 
less inquisitorial and "most compatible with the genius and 
and policy of free states."^ 

Besides the paper money, the earliest years of the Revo- 
lution saw still another development of public credit. 
Domestic and foreign loans, of a size uni)recedented in 
previous colonial history, helloed to meet the extraordinary 
war expenditures; and to fill the gaps caused by an un- 
willingness to submit to the needed taxation. The prac- 
tical repudiation of the paper money, and constant arrear- 
ages in the payment of interest and principal of the public 
loans served to impair the nation's credit. This was due, 
however, to the weakness and not to any intentional dis- 
honesty of the government. The Confederation was unable 
to provide for the extinguishment of the mass of war in- 
debtedness, and turned this burden over to the new gov- 
ernment. But long before 1789 Congress sought to es- 

1 See address to the States in Jourualof Coiigreiis. A.prll C4. 17S3. Also see the discus- 
aioos of taxation in The Federalist. 
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tablish finds that should be i:»ermaneiitly applied to sink- 
ing the public deb:. Thus only the details, not the princi- 
ples, o: the fundini' act of 17l» contained anything new to 
our rlnancial T>r>:ed.:re. Moreover, the pledging of rev- 
enu-es : jr :he payzien: of public deb:s antedates the Confed- 
era:::n. and o^n be found in the financial history of the 
c«i - 1 mes- 

Turning to the ad^ilnistration of the finances we have 
foun.; that jealousy o: executive authority, especially in 
this neld, long delayed the establishment of an effective 
department of finance. From this source arose disorders 
that nearly proved fatal to the success of the Revolution, 
and that finally demonstrated the necessity of unified man- 
agement in this department. Congress at last gave the 
treasury a single head, and thus developed the principle 
that was incorporated into the law of 17S9 that established 
our present Treasury Department. Furthermore, many of 
the details of that act merely continued the procedure of 
earlier years: while it was. as a whole, based upon the ex- 
perience of the times of the Confederation. 

In budgetary methods Congress seems to have followed 
the loosest form of procedure until the development of 
the requisition system necessitated a more exact adjust- 
ment of revenue to supply. Up to this time little seems to 
have been gained from the previous experience of England 
or of the colonies. Budgetary unity was finally established, 
but rather as a result of the jealousy of the States than 
through an appreciation of the inherent advantages of for- 
mal unity. That this was the case will appear from the 
readiness with which the revenue and expense sides of the 
budget were separated when indirect taxation was inaugu- 
ratod by the First Congress in 17S9. 

Financial control was, during the entire period, of the 
most rudimentary character; and this, too, in spite of the 
fact, that Congress united in itself both legislative and ex- 
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ecutive authority. But of all forms of modem financial pro- 
cedure, effective methods of legislative control have been 
the latest to develop. They did not exist in England dur- 
ing the time of our Revolution, and in this country their 
development has largely been the work of the present 
century. 
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